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SECURITIIES ACT OF 1933 
Release No. 5907/February 17, 1978 


Admin. Proc. File No. 3-4356 

In the Matter of 

CROYLE COMPUTER SERVICES, INC. 

c/o Hughes 

1501 North Seventh Steet 

Phoenix, Arizona 85006 

(Registration No. 2-46544) 

WITHDRAWAL OF STOP ORDER 

Croyle Computer Services, Inc., has submitted an offer 
of settlement in this stop order proceeding, and has 
requested that on the basis of that offer the 


SEC DOCKET/207 





commission lift its previous order under Section 8(d) of 
the Securities Act of 1933, U.S.C. 77h(d), suspending 
the effectiveness of Croyle Computer’s registration 
statement filed with the Commission under the 
Securities Act on the Commission’s Form S-2 (No. 
2-46544). Securities Act Release No. 5742 (Sept. 20, 
1976), 10 SEC Docket 504. 


In this connection, it is represented that: 


1. Croyle Computer ceased its offer and sale of 
common stock when the Cummission issued the order 
for these proceedings; 


2. Croyle Computer returned to investors 95% of the 
proceeds received from the sale of its common stock, 
in accordance with the terms of its prospectus; 


3. There has never been a trading market in the 
common stock of Croyle Computer, and no shares of 
its common stock are in the hands of public investors; 


4. Croyle Computer has not done any business and is 
not now in operation; and 


5. Croyle Computer will file articles of dissolution 
with the State of Arizona as soon as the Commission, 
pursuant to its Rule 477 under the Securities Act, has 
consented to the application for withdrawal of Croyle 
Computer's registration statement and, post-effective 
amendment and has withdrawn the stop order. 


Under all these circumstances, the Commission deems 
it consistent with the public interest and the protection 
of investors to lift the stop order and consent to the 
application of Croyle Computer for withdrawal of its 
registration statement and post-effective amendment 
thereto. 


IT IS ORDERED that the stop order entered on 
September 20, 1976, suspending the effectiveness of 
Croyle Computer’s registration statement be, and it 
hereby is, lifted. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14486/February 16, 1978 


DISSEMINATION OF PROXY INFORMATION TO 
BENEFICIAL OWNERS BY ISSUERS THROUGH 
INTERMEDIARY RECORDHOLDERS 


208/SEC DOCKET 


AGENCY: Securities and Exchange Commission. 
ACTION: Withdrawal of proposed rule. 


SUMMARY: The Commission today withdrew a 
proposed rule amendment that was intended to clarify 
the obligations of publicly-held companies concerning 
the transmission of proxy materials to beneficial 
shareowners through intermediaries who hold 
securities in street or nominee name. 


EFFECTIVE DATE: February 16, 1978. 


FOR FURTHER INFORMATION CONTACT: Linda 
Kurjan, Staff Attorney, Division of Market Regulation, 
Securities and Exchange Commission, 500 North 
Capitoi Street, Washington, D.C. 20549; (202) 
376-7470. 


SUPPLEMENTARY INFORMATION: Currently, every 
issuer who intends to solicit proxies for a shareholders’ 
meeting is required by Rule 14a-3(d) under the 
Securities Exchange Act of 1934 [17 C.F.R. 
§240.14a-3(d)] to inquire of known intermediary-re- 
cordholders at least 10 days prior to the record date for 
the meeting whether the intermediaries represent 
beneficial owners of the issuer’s securities, in order 
that sufficient sets of proxy materials may be sent to 
the intermediaries for distribution to the shareowners. 
The proposed amendment, which the Commission has 
determined to withdraw, would have imposed an 
obligation on the issuer to make such inquiry of inter- 
mediaries who first become recordholders after the 
issuer’s initial inquiry but on or before the record date. 


BACKGROUND 


In 1974, the Commission adopted Rule 14a-3(d) under 
the Securities Exchange Act of 1934 (the “Act”), 
requiring that, if an issuer knows that securities of any 
class entitled to vote at a meeting with respect to 
which the issuers intends to solicit proxies are held of 
record by certain intermediaries, the issuer must 
inquire of such intermediaries prior to the meeting 
regarding the number of beneficial owners for which 
the securities are held and then supply the 
intermediaries with sufficient sets of proxy materials 
for distribution to the beneficial owners! On July 5, 
1977, the Commission announced the adoption of 
amendments to Rule 14a-3(d) to provide, among other 
things, that the issuer must make such inquiry at least 
ten days before the record date for the meeting. The 
rule is intended to establish a minimum standard to 





facilitate prompt and efficient dissemination of proxy 
materials to beneficial owners? 


When the minimum 10-day provision was proposed, 
several commentors pointed out that the rule would 
require an issuer to inquire of all persons who are 
intermediaries at a time ten or more days prior to the 
record date, but would not appear to require any 
inquiry of those who first become recordholders after 
the initial inquiry. The Commission therefore 
published for comment a proposal to clarify the 
issuer’s continuing obligation to make inquiry of new 
intermediary-recordholders.* 


The Commission received relatively few responses, 
primarily from small or medium sized issuers. Based 
on its review of the public comments, the Commission 
has determined to withdraw the proposed amendment 
to Rule 14a-3(d). 


WITHDRAWAL OF PROPOSED AMENDMENT TO 
RULE 14a-3(d) 


Some of the comment letters supported the continuing 
obligation of issuers. The Commission commends 
issuers who already send inquiries to new 
intermediary-recordholders and endorses that ap- 
proach as a sound business practice. 





"Securities Exchange Act Release No. 11079 (October 
31, 1974), 39 FR 40766. The intermediaries are brokers, 
dealers, banks and voting trustees. 


2Securities Exchange Act Release No. 13719; 42 FR 
35953. In addition, the amendments require that the 
issuer forward the proxy materials to such 
intermediaries in a “timely” manner. The Commission 
also adopted Rule 14b-1, which imposed on broker- 
dealer recordholders the obligation to respond to the 
issuer’s request promptly and to forward the proxy 
materials promptly to the beneficial owners. 


Adoption of the amendments was endorsed by the 
Commission in its Final Report of the Street Name 
Study. Final Report of the Securities and Exchange 
Commission on the Practice of Recording the 
Ownership of Securities in the Records of the Issuer in 
Other than the Name of the Beneficial Owner of Such 
Securities, 94th Cong. 2d Sess., 43-44 (Committee 
Print 1976). 


3Securities Exchange Act Release No. 13720 (July 5, 
1977); 42 FR 35990. 


Nevertheless, most of the commentors objected to the 
imposition of the proposed rule, explaining that 
compliance would entail a substantial expenditure of 
time, money and manpower to identify and canvass 
any intermediaries that became recordholders for the 
first time during the interim. Moreover, it is probable 
that an issuer’s efforts would reveal few such 
intermediaries, particularly if the issuer made the 
initial inquiry only a few weeks before the record date. 


Withdrawal of the rule proposal should not signifi- 
cantly impede conscientious intermediaries in obtain- 
ing materials for their clients. Such intermediaries will 
receive at least one set of proxy materials as 
shareholders of record and should be able to request 
any necessary additional materials from the issuer if 
they act promptly. Furthermore, since a new 
intermediary-recordholder generally will not have 
established positions for numerous clients, the 
distribution of the materials should be simplified. 
Finally, intermediaries can anticipate the need for 
proxy materials by learning of upcoming proxy 
solicitations through available sources other than the 
issuers, such as securities exchanges and private 
services which publish record, meeting and dividend 
dates and similar information. 


The Commission agrees that in some circumstances 
the cost and administrative burden that would be 
imposed could outweigh the intended benefits. 
Moreover, the Commission believes that most 
intermediary-recordholders are conscientious and 
responsible and will, upon learning of a proxy 
solicitation, take any necessary steps to obtain and 
disseminate materials to the beneficial owners entitled 
to vote. Accordingly, the Commission has determined 
to withdraw the proposal. 


The Commission recognizes that some intermediaries 
may fail to carry out their responsibilities to obtain and 
forward the materials, despite collateral notice of an 
upcoming meeting. The Commission believes it is 
unacceptable for any beneficial owner to be deprived fo 
proxy materials as a result of intermediary inaction. 
Because the rule being withdrawn does not appear to 
assure transmittal of issuer communications to such 
shareowners without imposing an undue regulatory 
burden on issuers, the Commission intends to explore 
with the self-regulatory organizations and other 
knowledgeable persons alternative ways to deal with 
this problem. In this regard, the Commission 
welcomes comments from interested members of the 
public. 


in consideration of the foregoing, the proposal to 
amend 17 CFR 240 by revising paragraph (d) of 
§240.14a-3, Information to be furnished security 
holders, which was published in the FEDERAL 
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REGISTER on July 13, 1977 (42 FR 35990) is hereby 
withdrawn. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14487/February 17, 1978 


An order has been issued granting the application 
submitted by the Philadelphia Stock Exchange, Inc. to 
strike from listing and registration the Common Stock 
($1 Par Value) of Life of Pennsylvania Financial 
Corporation. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14488/February 17, 1978 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-77-34) 
ORDER APPROVING PROPOSED RULE CHANGE 


On December 27, 1977, the American Stock Exchange, 
Inc. (“Amex”) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the “Act”), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change which required that 
applicants for membership pass a floor qualification 
examination before being permitted to execute orders 
on the Exchange floor. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 14341, January 
5, 1978) and by publication in the Federal Register (43 
Fed. Reg. 1854, January 12, 1978). 
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The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the 
requirements of Section 6 and the rules and regulations 
thereunder. More specifically, the Commission finds 
that the proposed rule change is consistent with 
Section 6(c)(3)(A) of the Act which permits a national 
securities exchange to examine and verify the 


qualifications of an applicant to become a member of 
the exchange. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14489/February 21, 1978 


An order has been issued granting the application 
submitted by the American Stock Exchange, Inc. to 
strike from listing and registration the Common Stock 
(Par Value $1) of the Tennessee Forging Steel Corpora- 
tion. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14490/February 22, 1978 


Administrative Proceeding File No. 3-5369 

In the Matter of 

COUNTRY KITCHEN INTERNATIONAL, INC. 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until March 14, 1978 to 





request a hearing on an application by Country Kitchen 
International, Inc. (the “Applicant’’) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
as amended (the “1934 Act”), for an order exempting 
the Applicant from the provisions of Section 15(d) of 
the 1934 Act for the Applicant’s fiscal year ended 
December 31, 1977. 


On November 17, 1977 the Applicant became a 
wholly-owned subsidiary of Carlson Companies, and 
there is no trading in Applicant’s securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14491/February 22, 1978 


Administrative Proceeding File No. 3-5386 
In the Matter of 


MARRIOTT CONDOMINIUM DEVELOPMENT COR- 
PORATION 


CAMELBACK INN ASSOCIATES 


NOTICE OF APPLICATION PURSUANT TO SECTION 
12(h) OF THE SECURITIES EXCHANGE ACT OF 1934 
AND OPPORTUNITY FOR HEARING 


The Securities and Exchange Commission has issued a 
notice giving interested persons until March 14, 1978 to 
request a hearing on an application by Marriott 
Condominium Development Corporation on behalf of 
the Camelback Inn Associates (the “Partnership”), for 
an order exempting the Partnership from filing the 
quarterly financial information contained in Part 1 of 
Form 10-Q as otherwise required by Section 15(d) of 
the Securities Exchange Act of 1934 and Rule 15d-13 
thereunder. 


The Partnership was organized as an integral part of 
the Condominium ownership arrangement of the 
Camelback Inn for the purpose of pooling the 
condominium units for rental. Limited partners, who 
are also condominium unit owners, will receive 
appropriate annual financial information as a result of 
the Limited Partnership Agreement and the other 
disclosure obligations under the Act. Also, the very 
limited trading in the Partnership interests is related to 
the transfer of the real estate interests. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14492/February 22, 1978 


Administrative Proceeding File No. 3-5367 


In the Matter of 


FORD INTERNATIONAL CORPORATION 
File No. 81-280 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT. 


The Securities and Exchange Commission has issued 
an order Granting the Application of Ford International 
Capital Corporation (“Applicant”), a wholly-owned 
subsidiary of Ford Motor Company (“Ford”) pursuant 
to Section 12(h) of the Securities Exchange Act of 1934 
(the “1934 Act”) for an exemption from the reporting 
requirements of Section 13 of the Act. 


It appeared to the Commission that the granting of the 
requested exemption would not be inconsistent with 
the public interest in view of the fact that the 
Debentures of the applicant, its only publicly held 
securities, are unconditionally guaranteed by Ford 
which is subject to the reporting requirements of the 


1934 Act. There has been no trading activity in the 
Debentures on the New York Stock Exchange since 
they were listed for trading in 1968. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14493/February 22, 1978 


REGULATION OF CLEARING AGENCIES 
AGENCY: Securities and Exchange Commission. 
ACTION: Proposed rule. 


SUMMARY: The proposed rule is intended to 
disclose the names of depository participants to 
issuers and other qualified parties for the purpose of 
establishing a point outside the depository from which 
the distribution of communications to beneficial 
shareowners may be initiated. The proposal facilitates 
issuer-shareowner communications by codifying an 
existing practice between issuers and depositories and 
by making depository participant information available 
to certain qualified non-issuers without the need for 
issuer cooperation. 
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DATES: Comments must be received on or before: 
April 30, 1978. 


ADDRESSES: Written comments, submitted in 
triplicate, should be addressed to the Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549, and refer to 
File No. S7-737. 


FOR FURTHER INFORMATION CONTACT: Dennis 
E. Carlton, Attorney, Division of Market Regulation, 
Securities and Exchange Commission, 500 North 
Capito! Street, Washington, D.C. 20549, (202) 
755-8946. 


SUPPLEMENTARY INFORMATION: Notice is hereby 
given that the Securities and Exchange Commission 
(the “Commission”), pursuant to Sections 2, 17A and 
23(a) of the Act [15 U.S.C. 78b, 78q-1 and 78w(a)], 
publishes for public comment an amendment to Title 
17, Chapter Il, Part 240 of the Code of Federal Regula- 
tions to add Section 240.17Ad-8. 


Proposed Rule 17Ad-8 


Proposed Rule 17Ad-8 would require registered 
clearing agencies to transmit a “securities position 
listing”' on a periodic basis to each issuer whose 
securities the clearing agency holds and, upon 
request, to other persons who certify their entitlement 
under Federal law or applicable state law to inspect, 
obtain, or otherwise gain access to the issuer’s list of 
shareholders of record or securities position listing or 
who attest to the issuer’s decision to provide the 
claimant with the position listing. Under the rule, 
issuers are given the opportunity to contest such 
claims. 


A securities position listing would have to be 
transmitted by each registered clearing agency, 
without charge, annually and, if requested, quarterly to 
each issuer whose securities the clearing agency 
holds. Additional listings also would be provided to 
issuers upon request. Listings furnished pursuant to 
the proposed rule, except annual and quarterly listings 
provided to issuers, would be subject to a reasonable 





'A “securities position listing” is defined by the 
proposed rule to mean: “[W]ith respect to the 
securities of any issuer. . ., a list of those participants 
in [a registered] clearing agency on whose behalf the 
clearing agency holds the issuer’s securities and of the 
participant’s respective positions in such securities as 
of a specified date.” 
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charge based on the clearing agency’s cost of 
preparation. 


Discussion 


Chapter V of the Commission’s Final Report of the 
Street Name Study recommended that “each 
depository be required to transmit periodically to each 
issuer whose securities the depository holds of record 
a list of the persons on whose behalf the depository 
holds the securities:’? The recommendation of the 
Street Name Study was intended to codify an existing 
depository practice which facilitates issuer-shareown- 
er communications by enabling issuers to initiate the 
communication process with depository participants 
instead of with the depositories.> The proposed rule 
would formalize this practice and enable certain 
qualified non-issuers to obtain depository participant 
information without the need for issuer cooperation 
that is so important now. 


Depositories generally have refused to provide 
participant information to persons other than issuers.* 
The Commission is aware of several instances where 
issuers have taken the position that under state law 
they are obligated to reveal only shareholders of 





*SEC, Final Report of the Securities and Exchange 
Commission on the Practice of Recording the 
Ownership of Securities in the Records of the Issuer in 
Other than the Name of the Beneficial Owner of Such 
Securities, pursuant to Section 12(m) of the Securities 
Exchange Act of 1934 (Committee Print 1976) (the 
“Street Name Study”), 55. 


3Under the “omnibus proxy procedure,” the depository 
prepares for an issuer having a shareholders’ meeting a 
list of the names and holdings of participants that have 
depository positions in the issuer’s securities as of the 
record date. The depository then forwards the list to 
the issuer along with an “omnibus proxy” which 
authorizes each participant, to the extent of the 
participant’s position, to act as the depository’s proxy 
and to vote the securities. 


“Requests from non-issuers for position listings have 
been received by most depositories. The majority of 
such requests are from “proxy solicitors.” The 
depositories comply with the requests only after 
receiving written authorization from the issuers 
involved or after satisfying themselves that the 
solicitor is inquiring on behalf of the relevant issuer. 
Otherwise, unless the request is from a governmental 
authority or is accompanied by a court order for 
production of the listing, the request is refused. 





record, a position which discloses depositories but not 
depository participants. The general unavailability of 
depository participant information creates an im- 
pediment to communications between non-issuers 
and beneficial shareowners. 


The proposed rule overcomes that impediment for 
qualifying non-issuers while protecting the interests of 
issuers and depositories. Issuers are concerned that 
shareowner information be disclosed only to proper 
parties. The proposed rule (i) limits the non-issuers 
who may obtain the information without issuer consent 
to those entitled by Federal law or to those entitled 
under state law to recordholder information, and (ii) 
requires the non-issuers to give prior notice to issuers 
of the basis for claiming entitlement to the 
information. The former requirement reduces the 
likelihood of improper or frivolous claims by requiring 
a claimant to have, and assert, a basis in state or 
Federal law for obtaining a position listing, and the 
latter requirement gives the issuer an opportunity to 
contest the claim before the list is disclosed.> 


The rule also provides for the interests of clearing 
agencies. By establishing guidelines for the mandatory 
issuance of position listings, the proposed rule 
clarifies the responsibility of clearing agencies to 
issuers and removes a potential liability perceived by 
clearing agencies for the release of participant 
information to non-issuers. Under the proposed rule 
a clearing agency need not investigate an applicant’s 
claim for a position listing which on its face meets the 
requirements of paragraph (c). The Commission 
believes that registered clearing agencies should not 
become embroiled in disputes between issuers and 
non-issuer claimants over position listings; the 
depository’s role is to act in accordance with the 
provisions of the proposed rule unless restrained by a 
court or other legal authority. 


Accordingly, it is proposed to amend 17 CFR Part 240 
by adding §240.17Ad-8 as follows: 


§240.17Ad-8 Transmission of securities position 
listings. 


(a) For purposes of this section, the term “securities 
position listing” means, with respect to the securities 
of any issuer held by a registered clearing agency in the 





5The allowance of a short time period for contesting a 
claim in a tender offer situation reflects the compelling 
time constraints of such a situation. 


name of the clearing agency or its nominee, a list of 
those participants in the clearing agency on whose 
behalf the clearing agency holds the issuer’s securities 
and of the participant’s respective positions in such 
securities as of a specified date. 


(b) A registered clearing agency shall, without 
charge, transmit not less frequently than annually, and 
more frequently if the issuer requests, a securities 
position listing to each issuer whose securities the 
clearing agency holds. To the extent, however, that the 
issuer requests securities position listings more 
frequently than once per calendar quarter, the 
additional listings may be supplied subject to payment 
by the issuer of the clearing agency’s reasonable 
expenses for preparing each additional listing. 


(c) A registered clearing agency shall promptly 
furnish a securities position listing, upon payment of 
the clearing agency’s reasonable expenses for 
preparing such listing, to any person who certifies to 
the clearing agency in a signed statement that, after 
due inquiry and to the best of his knowledge, 


(1) such person is entitled under applicable state law 
to inspect, obtain or otherwise gain access to the 
subject issuer’s list of shareholders of record and has 
obtained from the issuer access to, or made 
application to the issuer for, such list, or (2) such 
person is entitled under Federal law, or rules or 
regulations thereunder, to a securities position listing 
or listing of an issuer’s shareholders of record, or (3) 
the subject issuer accedes to such person’s request for 
a securities position listing. The claimant shall further 
certify to the clearing agency that a signed copy of the 
claim has been given to the Secretary of the subject 
issuer five business days (unless the claimant is a 
bidder in a tender offer subject to Section 14(d) of the 
Securities Exchange Act of 1934, or the rules and 
regulations thereunder, in which case the period shall 
be one business day), not to include week-ends or 
public holidays, prior to presentation of the claim to 
the clearing agency. In the event that a party certifies 
his entitlement to a securities position listing pursuant 
to alternatives (1) or (2), the claim also must specify 
the applicable state or Federal authority and, if 
necessary, steps taken to comply therewith. 


(d) It shall be unlawful for any person willfully to 
violate any provision of this rule or knowingly and 
willfully to certify any information pursuant to this rule 
which is false or misleading with respect to any 
material fact. 


SEC DOCKET/213 





Interested persons are invited to submit their views 
upon proposed Rule 17Ad-8 in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549, no later than April 30, 1978. Reference 
should be made to File No. S7-737. All comments 
received will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14494/February 23, 1978 


Orders have been issued granting the applications 
submitted by the New York Stock Exchange, Inc. to 
strike from listing and registration the common stock 
of the following companies: Alcon Laboratories, Inc. 
(No Par Value); Amtel, Inc. ($.50 Par Value); and the 
Carborundum Company ($1.50 Par Value). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14495/February 23, 1978 


An order has been issued granting the application 
submitted by the New York Stock Exchange, Inc. to 
strike from listing and registration the Common Stock 
($2.00 Par Value) and the 5%% Convertible 
Subordinated Debentures, Due 1994 of Miles 
Laboratories, Inc.; and the 4%% Subordinated 
Guaranteed Convertible Debentures, Due 1993 of Miles 
International, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14496/February 23, 1978 
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NOTICE OF THE EXTENSION OF PUBLIC HEARINGS 
INTO THE ESTABLISHMENT OF A NATIONAL . 
CLEARANCE AND SETTLEMENT SYSTEM 


The Commission today announced that the Public 
Hearings into the establishment of a National 
Clearance and Settlement System, announced in 
Securities Exchange Act Release No. 14411 (January 
25, 1978), have been extended. The hearings will 
commence on March 7, 1978, as announced, and 
testimony will be received from scheduled witnesses. 
Thereafter, the hearings will be adjourned and 
interested persons will be invited to submit 
supplemental data or prepare responsive testimony. 
The hearings will reconvene on April 18 for at least two 
days, and the proceedings will be held open to receive 
submissions through the end of April. For the 
convenience of interested persons, transcripts of the 
March session will be made available for public 
inspection upon request at Commission regional 
offices as well as at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14497/February 23, 1978 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE STOCK CLEARING CORPORATION 
OF PHILADELPHIA 


(File No. SR-SCCP-78-1) 


Stock Clearing Corporation of Philadelphia submitted 
on February 1, 1978, a proposed rule change, 
establishing a fee of $10.00 per month plus $.50 per 
inquiry for users of the indirect inquiry service for lost 
and stolen securities. In addition, the fee for legal 
transfers has been reduced from $25.00 per item to 
$15.00 per item. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder, At 
any time within sixty days of the filing of such 





Se 


proposed rule change, the Commission may summarily 
abrogate the rule change if it appears to the 


Commission that such action is necessary or 
appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of February 27, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-SCCP-78-1. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14498/February 23, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MUNICIPAL SECURITIES RULEMAKING 
BOARD 


File No. SR-MSRB-78-5 


The Municipal Securities Rulemaking Board submitted 
on February 17, 1978 a proposed rule change under 
Rule 19b-4 concerning advertising of municipal 
securities. In particular, the proposed rule change 
would (i) prohibit a municipal securities professional 
from publishing or causing to be published an 
advertisement concerning municipal securities that is, 
to the knowledge of the municipal securities 
professional, materially false or misleading and (ii) 


require that all advertisements relating to municipal 
securities be approved in writing by appropriate 
supervisory personnel prior to first use and that a 
separate record be maintained of all such 
advertisements. 


Publication of the submission is expected to be made 
in the Federal Register during the week of February 27, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views, and arguments concerning the submission 
within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capiti Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MSRB-78-5. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of section 552 of title 5, United States Code, 
will be available for inspection and copying at the 
Securities and Exchange Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14499/February 23, 1978 


In the Matter of 

MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 
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(SR-MSRB-77-18) 
ORDER APPROVING PROPOSED RULE CHANGE 


On November 25, 1977, the Municipal Securities 
Rulemaking Board (the “MSRB”) filed with the 
Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the “Act”), and Rule 
19b-4 thereunder, copies of a proposed rule change. 
The purpose of the proposed rule change is to amend 
the provisions of MSRB rule G-3 relating to the 
respective dates of the MSRB’s qualification 
examination requirements, to establish time periods 
and limitations for retaking the examinations, and to 
clarify the scope of certain exemptions from the 
examination requirements. 


Notice of the proposed rule change together with terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities 
Exchange Act Release No. 14218 (Nov. 30, 1977)) and 
by publication in the Federal Register (42 FR 62235 
(Dec. 9, 1977)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to the 
MSRB, and in particular, the requirements of Section 
15B and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission by the Division of Market 
Reguiation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20416/February 21, 1978 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 71156 
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(70-5703) 


ORDER AUTHORIZING FUEL EXPLORATION AND’. 
DEVELOPMENT ACTIVITIES 


Southwestern Electric Power Company (“SWEPCO”), 
an electric utility subsidiary of Central and South West 
Corporation (“CSW”), a registered holding company, 
has filed post-effective amendments to its application- 
declaration, as amended, previously filed with this 
Commission pursuant to Sections 6(a), 7, 9 and 10 of 
the Public Utility Holding Company Act of 1935 (‘“‘Act”) 
and Rule 50 promulgated thereunder regarding the 
following transaction. 


By order dated October 1, 1975 (HCAR No. 19194), 
SWEPCO was authorized to acquire interests in, and 
engage in, fuel exploration and development programs 
to the extent of a budgeted expenditure of $8,750,000. 
The programs involved the acquisition and develop- 
ment of interests relating to oil, gas and lignite. 
Through December 31, 1977, SWEPCO added 3,197 net 
acres of oil & gas leasehold interests. 


SWEPCO’s lignite exploration program has resulted in 
the discovery of lignite reserves in eastern Texas and 
northern Louisiana. At December 31, 1977, SWEPCO 
has a 100% interest in 49,139 acres of lignite leases in 
eastern Texas and northern Louisiana. Drilling through 
December 1977 shows that the eastern Texas prospect 
involves 89,300,000 recoverable tons of lignite to 
SWEPCO’s interest and that the northern Louisiana 
prospect involves 98,100,000 recoverable tons of lignite 
to SWEPCO’s interest. A plan has been proposed for a 
joint interest effort by SWEPCO and other large owners 
on the prospect. SWEPCO also has an undivided 30% 
interest as tenant-in-common with the other CSW 
system operating utility subsidiaries in joint ventures 
involving, at December 31, 1977, 89,551 acres of lignite 
leases on four prospects in eastern Texas. From the 
inception of the CSW joint venture lignite program 
through December 31, 1977, SWEPCO has expended 
$2,270,077 in acquiring its 30% interest. 


SWEPCO anticipates continuing oil, gas and in the 
case of the 100%-owned East Texas and North 
Louisiana Prospects, lignite exploration generally 
along the present lines, largely in or near its service 
territory. SWEPCO also proposes to participate in 
uranium exploration and development activities in 
conjunction with the other CSW operating companies. 
At December 31, 1977 SWEPCO had a 30% interest as 
tenant-in-common with the other CSW system 
operating utility subsidiaries, in 88,653 acres of 
uranium leases in Arizona, Colorado, Nevada, New 
Mexico, Texas and Utah and has budgeted $952,500 for 
its share of such activities in 1978. 
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SWEPCO now requests the Commission authorize an 
additional budgeted amount not to exceed 
$11,103,853, less expenditures incurred after Decem- 
ber 31, 1977 but prior to the date of this Order, all to be 
expended in its authorized fuel exploration and 
development programs during the period beginning 
with the date of this Order and terminating on 
December 31, 1978. For this period, SWEPCO has 
budgeted up to $3,067,500 to be expended on its 
wholly-owned oil and gas interests, $2,776,353 to be 
expended on its wholly-owned Texas and Louisiana 
lignite interests and up to $5,260,000 to be expended 
on lignite, coal and uranium interests in which 
SWEPCO has a 30% interest as tenant-in-common 
with the other CSW operating subsidiaries. SWEPCO 
further states that of the amounts to be expended in 
concert with the other CSW operating subsidiaries, up 
to $952,500 is budgeted for uranium exploration and 
development. SWEPCO states that the form and scope 
of the activities to be engaged in will be identical to 
those previously authorized in HCAR No. 19194. 


SWEPCO states that, during the period covered by the 
prior order, it expended more than the amount 
authorized therein. The authorization requested herein 
is solely for expenditures made from the date of this 
order through December 31, 1978 in connection with 
duly authorized fuel exploration and development 
programs and the authorization granted herein does 
not constitute ratification or approval of the 
expenditures incurred in any prior period. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction with 
respect to the proposed transaction. The fees and 
expenses to be incurred in connection with the 
proposed transaction are estimated at $1,750. 


Due notice of the filing of said post-effective 
amendments to the application-declaration, as 
amended, has been given in the manner prescribed in 
Rule 23 promulgated under the Act (HCAR No. 20394), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that the application- 
declaration, as further amended by said post-effective 
amendments, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 


of the Act and rules thereunder, that said 
application-declaration, as further amended by said 
post-effective amendments, insofar as it relates to 


proposed expenditures from the date of this order 
through December 31, 1978, be, and it hereby is, 
granted and permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act except that SWEPCO 
shall report quarterly to the Commission, on 
operations undertaken, expenditures made and 
interests acquired and disposed of pursuant to the 
authorization granted herein and will further file 
quarterly with the Commission a copy of the reports it 
submits to the Federal Energy Regulatory Commission 
on FERC Form 423. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to take such further action as may 
be necessary or appropriate in regard to SWEPCO’s 
fuel program. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20417/February 21, 1978 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


(70-6108) 


ORDER AUTHORIZING ISSUANCE AND SALE AT 
COMPETITIVE BIDDING OF FIRST MORTGAGE 
BONDS AND CUMULATIVE PREFERRED STOCK AND 
AMENDMENTS TO MORTGAGE 


Indiana & Michigan Electric Company (“l&M”), an 
electric utility subsidiary company of American 
Electric Power Company, Inc. (“AEP”), a registered 
holding company, has filed with this Commission an 
application-declaration and amendments thereto 
pursuant to Sections 6(b) and 12(c) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 42 and 
50 promulgated thereunder regarding the following 
proposed transactions. 
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1&M proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to $100,000,000 aggregate principal amount of 
its first mortgage bonds of a new series (“Bonds”), 
having a maturity date of March 1, 2008. The interest 
rate (which will be expressed in a multiple of 1/8 of 
1%) and the price to be paid to 1&M for the Bonds 
(which shall not be less than 100%, unless I&M shall 
authorize a lower percentage not less than 99%, and 
shall not exceed 102-%) will be determined by 
competitive bidding. None of the Bonds may be 
redeemed prior to March 1, 1983, if such redemption is 
for the purpose of refunding such Bond through the 
use, directly or indirectly, of borrowed funds at an 
effective interest cost less than the effective interest 
cost of the Bonds. 


1&M also proposes to issue and sell at competitive 
bidding up to 1,600,000 shares of a new series of its 
cumulative preferred stock (“Preferred Stock”), par 
value $25 per share. The price to be paid to 1&M shall be 
$25 per share, which shall also be the price at which 
the Preferred Stock shall be initially offered to the 
public. The dividend rate (which will be expressed in a 
multiple of $.01) and the amount per share to be paid 
by |&M as compensation to the purchasers will be 
determined by competitive bidding. None of the shares 
of the Preferred Stock may be redeemed prior to March 
1, 1983, if such redemption is for the purpose of 
refunding such stock, directly or indirectly, through 
the incurring of debt or the issuance of stock ranking 
equally with or prior to the Preferred Stock at an 
effective interest cost or effective dividend cost less 
than the effective dividend cost of the Preferred Stock. 
The terms of the Preferred Stock may also include a 
sinking fund provision pursuant to which 1&M would 
retire at $25 per share, commencing no earlier than five 
years after the sale, not more than 5% annually of the 
number of shares initially issued, with the 
non-cumulative option on any sinking fund date of 
redeeming at $25 per share an additional like number of 
shares and with the option to credit against any sinking 
fund requirement the shares of Preferred Stock 
theretofore purchased or otherwise acquired by I&M. It 
is proposed that 1&M will decide upon the necessity for 
a sinking fund provision at a subsequent date and 
notify prospective bidders of its decision by telegram 
reasonably in advance of, but not less than 72 hours 
prior to, the bidding date. 


It is stated that no condition is to be contained in the 
Bond purchase contract requiring the issuance and 
sale of the Preferred Stock, nor is any condition to be 
contained in the Preferred Stock purchase contract 
requiring the issuance and sale of the Bonds. Neither 
the Bonds nor the Preferred Stock will, however, be 
issued and sold unless 1&M shall receive prior to such 
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sale one or more cash capital contributions in an 


aggregate amount of $40,000,000 from AEP. The & 


making of such cash capital contributions by AEP was 
authorized by order of this Commission dated January 
5, 1978 (HCAR No. 20365). 


The proceeds from the sale of the Bonds and/or 
Preferred Stock will be used to repay unsecured 
short-term indebtedness and to reimburse |!&M’s 
treasury for expenditures incurred in connection with 
its construction program. As of December 14, 1977, 
1&M had approximately $111,151,000 principal amount 
of short-term debt outstanding, and it is anticipated 
that at the time of the sale of the Bonds and/or 
Preferred Stock approximately $120,000,000 principal 
amount of such unsecured short-term debt will be 
outstanding. |&M estimates its 1978 construction 
costs will be approximately $181,000,000 (exclusive of 
construction costs of approximately $39,600,000 of its 
generating subsidiary). 


1&M also proposes, in connection with the issuance 
and sale of the Bonds, to amend the provisions of 
Section 111 of its Mortgage and Deed of Trust, dated as 
of June 1, 1939, made by it to Irving Trust Company 
and Frederick G. Herbst, as supplemented and 
amended, to facilitate the amendment of the Mortgage 
at a future date (1) to delete the third paragraph of Part 
ll of Section 20 of the Mortgage (the requirement that 
1&M annually satisfy through the deposit of cash or 
bonds, or the certification of property additions, the 
amount by which expenditures for repairs, main- 
tenance and replacements fails to equal 15% of base 
operating revenues, as defined), and/or (ii) to delete 
the fourth paragraph of Section 26 of the Mortgage, 
which provides that no bonds shall be authenticated, 
nor funded cash withdrawn, nor funded property 
released, nor credit be taken on the basis of any 
property additions subject to prior liens where the 
property additions so used and related amounts, would 
exceed 15% of the total amount of bonds 
authenticated under the Mortgage. 


1&M also proposes to change the amount of the 
Applicable Percentage specified in Part II(a) of Section 
20 of the Mortgage from 2.25% to 2.95%, such change 
to become effective on the date when the Mortgage 
shall be amended to delete the provisions of the third 
paragraph of Part Il of Section 20, and to continue at 
2.95% until another change in such percentage shall 
be authorized or approved by this Commission under 
the Act. 


It is stated that the reason for the amendments to the 
Mortgage is that the substantial increases experienced 
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In recent years in the costs of fossil fuel used in 1&M’s 
fossil fuel electric generating stations, coupled with 
the resulting effect upon I1&M’s operating revenues 
produced by the operation of the fuel adjustment 
Clauses contained in its rate schedules and tariffs, 
have made the requirement contained in the third 
paragraph of Part Il of Section 20 of the Mortgage 
inappropriate as a standard for the measurement of a 
renewal and replacement requirement in an indenture, 
particularly since Part Il(a) of Section 20 of the 
Mortgage contains a similar requirement related to the 
net depreciable property of |&M. 


The Public Service Commission of Indiana and the 
Michigan Public Service Commission have authorized 
the proposed transactions. No other state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. The fees and expenses to be incurred in 
connection with the proposed transactions are 
estimated at $282,325, including legal fees of $53,000, 
printing expenses of $105,025 and trustee’s fees of 
$27,700. Fees of counsel for the underwriters, to be 
paid by the successful bidders, are estimated at 
$29,000. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR Nos. 20377 and 
20396), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the 
applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended, be 
granted and permittéd to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rules 24 and 50 promulgated under the 
Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20418/February 21, 1978 


In the Matter of 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Selden Street 


Berlin, Connecticut 06037 
(70-6119) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 


FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that The Connecticut Light 
and Power Company (“CL&P”), a public-utility 
subsidiary company of Northeast Utilities, a registered 
holding company, has filed an application with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“ACT”), designating Section 
6(b) of the Act and Rule 50 promulgated thereunder as 
applicable to the following proposed transaction. All 
interested parties are referred to said application, 
which is summarized below, for a complete statement 
of the proposed transaction. 


CL&P proposes to issue and sell, at competitive 
bidding, up to $40 million principal amount of its First 


and Refunding Mortgage % Bonds, Series EE, due 
March 1, 2008. The interest rate, which shall be a 
multiple of 1/8 of 1%, and the price, exclusive of 
accrued interest, to be paid to CL&P, which will be not 
less than 99% nor more than 102.75% of the principal 
amount thereof, will be determined by competitive 
bidding. The bonds will be issued under the Indenture 
of Mortgage and Deed of Trust dated as of May 1, 1921, 
between CL&P and Bankers Trust Company, Trustee, 
as supplemented and amended from time to time, and 
as to be further supplemented by a supplemental 
indenture to be dated March 1, 1978. The supplemental 
indenture provides, among other things, that the bonds 
shall not be redeemed at the applicable general 
redemption price prior to March 1, 1983, if such 
redemption is for the purpose of or in anticipation of 
refunding such bonds through the use, directly or 
indirectly, of funds borrowed by CL&P at an effective 
interest cost of less than the effective interest cost of 
the bonds. 


The net proceeds from the sale of the bonds will be 
used by CL&P primarily to repay a portion of the 
company’s short-term borrowings estimated to total 
$65,000,000 at the time of such sale. Such short-term 
borrowings were applied to finance CL&P’s 1977-1978 
construction program. 
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The Company’s 1978 construction program expen- 
ditures are expected to total about $123,700,000, 
including approximately $5,000,000 for nuclear fuel. In 
addition to the sale of the Bonds, the Company 
estimates that it will require an additional $85,300,000 
of funds from external sources to complete its 1978 
construction program and to pay at maturity 
$16,000,000 of 3% Bonds in 1978. It expects to obtain 
such funds termporarily through short-term bor- 
rowings. In addition, if the Company is successful in 
selling its 12% interest in Seabrook, New Hampshire, 
nuclear units, approximately $73,000,000 of proceeds 
will be available to it. 


A statement of the fees and expenses incurred or to be 
incurred in connection with the proposed transactions 
will be supplied by amendment. The approval of the 
Connecticut Public Utilities Control Authority is 
required for the issuance of the bonds. It is represented 
that no other state commission, and no federal 


commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 14, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application, as filed or as it 
may be amended, may be granted as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 


the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20419/February 23, 1978 


In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N.W. 
Atlanta, Georgia 30302 


(70-6118) 


NOTICE OF PROPOSED TRANSACTIONS RELATED 
TO FINANCING OF POLLUTION CONTROL FACIL- 
ITIES, EXCEPTION FROM COMPETITIVE BIDDING, 
AND INCREASE IN AMOUNT OF FIRST MORTGAGE 
BONDS WHICH MAY BE OUTSTANDING UNDER 
INDENTURE 


NOTICE IS HEREBY GIVEN that Georgia Power 
Company (“Georgia”), a wholly-owned electric utility 
subsidiary of The Southern Company, a registered 
holding company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6(a) and 7 of the Act and Rule 50(a)(5) promulgated 
thereunder as applicable to the proposed transactions. 
All interested persons are referred to the declaration, 
which is summarized below, for a complete statement 
of the proposed transactions. 


Georgia states that in order to comply with prescribed 
environmental standards of the State of Georgia with 
respect to air and water quality, it has been and will be 
necessary for the company to construct certain 
pollution control facilities solely for this purpose. The 
present declaration relates to Georgia’s proposal for its 
financing of the pollution control facilities for use in 
connection with its Arkwright, Bowen, and Hammond 
steam plants located, respectively, in Bibb, Bartow, 
and Floyd Counties, as hereinafter described. Each 
transaction will be substantially similar. It is intended 
that a Development Authority of each such county 
(“Authority”) will issue its pollution control revenue 
bonds and industrial development revenue bonds 
(“Revenue Bonds”) for the purpose of making loans to 
Georgia to pay the costs of the acquisition, 
construction, and equipping of the pollution control 
facilities at the plant located in its county referred to 
above (“Project”). While the actual amount of Revenue 
Bonds to be issued by each Authority has not yet been 
determined, such amount will be based upon the cost 
of the Project located in its county. It is presently 
estimated that the aggregate principal amount of 
Revenue Bonds to be issued by all three Authorities 
will not exceed $30,000,000, of which up to $27,000,000 
will be pollution control revenue bonds and up to 
$3,000,000 will be industrial development revenue 
bonds. 





* Georgia proposes to enter into two separate Loan 
Agreements with each Authority (“Agreements”), one 
relating to the Pollution Control Revenue Bonds and 
the other relating to the Industrial Development 
Revenue Bonds of that Authority. Under each 
Agreement, the Authority will loan to Georgia the 
proceeds of the sale of the Authority’s related Revenue 
Bonds, and Georgia will issue a non-negotiable 
promissory note therefor (“Note”). Such proceeds will 
be deposited with a Trustee (“Trustee”) under an 
indenture to be entered into between the Authority and 
such Trustee (“Trust Indenture”), pursuant to which 
such Revenue Bonds are to be issued and secured, and 
will be applied by Georgia to payment of the Cost of 
Construction (as defined in the Agreement) of the 
related Project. Each Note will provide for payments 
thereon to be made at times and in amounts which 
shall correspond to the payments with respect to the 
principal of, premium, if any, and interest on the 
related Revenue Bonds whenever and in whatever 
manner the same shall become due, whether at stated 
maturity, upon redemption, or declaration, or 
otherwise. 


Each Agreement will provide for the assignment to the 
Trustee of the Authority’s interest in, and of the 
moneys receivable by the Authority under, the 
Agreement and the Note. Each Agreement will also 
obligate Georgia to pay the fees and charges of the 


Trustee and will provide that Georgia may at any time, 
so long as it is not in default thereunder, prepay the 
amount due under the Note, including interest thereon, 
in whole or in part, such payment to be sufficient to 
redeem or purchase the related outstanding Revenue 
Bonds in the manner and to the extent provided in the 
Trust Indenture. 


Each Trust Indenture will provide that the Revenue 
Bonds issued thereunder will be redeemable (i) at any 
time on or after 10 years from the date of issuance, in 
whole or in part, at the option of Georgia, initially with 
a premium of 3% of the principal amount and declining 
by % of 1% annually thereafter, and (ii) in whole, at the 
option of Georgia, in certain other cases of undue 


burdens or excessive liabilities imposed with respect . 


to the related Project, its destruction or damage 
beyond practicable or desirable repairability, or 
condemnation or taking by eminent domain, or if 
operation of the related plant is enjoined and Georgia 
determines to discontinue operation thereof, such 
redemption of all such outstanding Revenue Bonds to 
be at the principal amount plus accrued interest, but 
without premium. It is proposed that the Revenue 
Bonds will mature thirty years from the first day of the 
month in which they are initially issued and that such 
Revenue Bonds will be entitled to the benefit of 
mandatory redemption sinking funds calculated to 
retire not less than 25% of the aggregate principal 
amount of the issue prior to maturity. 


In order to obtain the benefit of ratings for the Revenue 
Bonds equivalent to the rating enjoyed by the first 
mortgage bonds outstanding under its Indenture dated 
as of March 1, 1941, between Georgia and Chemical 
Bank, as Trustee (“Indenture Trustee”), as supple- 
mented and amended (“Mortgage”), which ratings 
Georgia has been advised may be thus attained, 
Georgia proposes to secure its obligations under each 
Note by delivering to the Trustee, to be held as 
collateral, a series of its first mortgage bonds 
(“Collateral Bonds”) in principal amount equal to the 
principal amount of the related Revenue Bonds. Each 
series of Collateral Bonds will be issued under an 
indenture supplemental to the Mortgage (“Supplemen- 
tal Indenture”) to be dated as of the first day of the 
month in which the Collateral Bonds are to be issued 
and delivered, will bear interest at a rate equal to the 
interest rate to be borne by the related Revenue Bonds, 
will mature on the maturity date of such bonds, and 
will be nontransferable by the Trustee. 


The Supplemental Indenture will provide, however, that 
the obligation of Georgia to make payment with 
respect to the Collateral Bonds will be satisfied to the 
extent that payments are made under the Note 
sufficient to meet payments when due in respect of the 
related Revenue Bonds. The Supplemental Indenture 
will provide that, upon acceleration by the Trustee of 
the principal amount of all related outstanding 
Revenue Bonds under the Trust Indenture, the Trustee 
may demand the mandatory redemption of the 
Collateral Bonds then held by it as collateral at a 
redemption price equal to the principal amount thereof 
plus accrued interest, if any, to the date fixed for 
redemption. The supplemental Indenture will also 
provide that, upon the optional redemption of the 
related Revenue Bonds, in whole or in part, at any time 
after they have been outstanding for ten years, an equal 
principal amount of the Collateral Bonds will be 
redeemed at an initial premium of 3% declining by 
Ya% every year. It is stated that, because interest 
accrues in respect of the Collateral Bonds until 
satisfied by payments under the Note, “annual interest 
charges” in respect of the Collateral Bonds will be 
included in computing the ‘interest earnings 
requirement” of the Mortgage which restrict the 
amount of first mortgage bonds which may be issued 
and sold to the public in relation to Georgia’s net 
earnings. The Collateral Bonds will be issued on the 
basis of unfunded net property additions. The Trust 
Indenture will provide that, upon deposit with the 
Trustee of funds sufficient to pay or redeem all or any 
part of the related Revenue Bonds, or upon direction to 
the Trustee by Georgia to so apply funds available 
therefor, or upon delivery of such outstanding Revenue 
Bonds to the Trustee by or for the account of Georgia, 
the Trustee will be obligated to deliver to Georgia, or 
for the account of Georgia, the Collateral Bonds then 
held as collateral in an aggregate principal amount 
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equal to the aggregate principal amount of such 
Revenue Bonds for the payment or redemption of 
which such funds have been deposited or applied or 
which shall have been so delivered. 


It is contemplated that the Revenue Bonds will be sold 
by the Authorities pursuant to arrangements with one 
or more underwriters. In accordance with the laws of 
the State of Georgia, the interest rate to be borne by 
the Revenue Bonds will be fixed by the Boards of 
Directors of the Authorities. 


While Georgia will not be party to the underwriting 
arrangements for the Revenue Bonds, such 
arrangements will provide that the terms of the 
Revenue Bonds and their sale by the Authorities shall 
be satisfactory to Georgia. Bond Counsel will issue an 
opinion that interest on the Revenue Bonds will be 
exempt from federal income taxation. Georgia has 
been advised that the interest rates on obligations, 
interest on which is so tax exempt, historically have 
been, and can be expected at the time of issue of the 
Revenue Bonds to be, 1-2% to 2-2% lower than the 
rates on obligations of like tenor and comparable 
quality, interest on which is fully subject to federal 
income taxation. 


The obligations of Georgia under the separate 
Agreements relating to the industrial development 
revenue bonds will be secured by separate series of 
Collateral Bonds. Such Small Issue Bonds will be 
marketed contemporaneously with the other Revenue 
Bonds. Georgia will grant each Authority, in 
connection with its Small Issue Bonds, a lien on 
certain property of Georgia other than the Projects. 
Each such lien will be subordinate to the lien of the 
Mortgage and will be assigned by the Authority to the 
Trustee. The lien will be created by means of a Deed to 
Secure Debt. 


By orders dated January 21 and September 5, 1972 


(HCAR Nos. 17437 and 17684), the Commission 
authorized Georgia to, among other things, execute a 
supplemental indenfure modifying certain provisions 
of the Mortgage which (a) immediately increased the 
aggregate .principal amount of bonds of all series 
which may be at any one time outstanding under and 
secured by the Indenture from One Billion Dollars 
($1,000,000,000) to Two Billion Dollars ($2,000,000,- 
000) and (b) provided that such aggregate principal 
amount of bonds may thereafter be increased or 
decreased from time to time by a supplemental 
indenture or indentures executed and delivered to the 
Trustee pursuant to authorization by Georgia’s Board 
of Directors and stockholders. At December 31, 1977, 
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Georgia had outstanding an aggregate of $1,865,386,- 
000 principal amount of first mortgage bonds. Georgia 


proposes to issue additional First Mortgage Bonds “* 


during 1978 which together would exceed the 
maximum aggregate principal amount allowed under 
the Mortgage. Accordingly, Georgia now proposes to 
increase the aggregate principal amount of bonds of all 
series which may be at any one time outstanding under 
and secured by the Mortgage from Two Billion Dollars 
($2,000,000,000) to Three Billion Dollars ($3,000,000,- 
000). Georgia presently estimates that such increase 
will satisfy its needs for issuing first mortgage bonds 
through 1981. 


It is stated that the fees, commissions, and expenses 
to be paid or incurred, directly or indirectly, in 
connection wiin the proposed issuance of the Notes 
and Collateral Bonds (as distinguished from and 
excluding fees, commissions, and expenses incurred 
or to be incurred in connection with the sale of the 
Revenue Bonds by the Authorities payable out of the 
proceeds of such sales and in connection with the 
determination of the tax status of the Revenue Bonds) 
will be filed by amendment. It is further stated that the 
issuance of the Collateral Bonds, the borrowings under 
the Agreements, and the issuance of the notes in 
respect thereof have been expressly authorized by the 
Georgia Public Service Commission and that no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. Georgia has 
requested a finding of the Commission that 
competitive bidding is inappropriate under the 
circumstances inasmuch as the Notes and Collateral 
Bonds are to be issued and pledged solely to evidence 
and secure Georgia’s obligations to the Authorities and 
no public offering by Georgia of the Notes and 
Collateral Bonds is to be made. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 20, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the declaration, as filed or as it 
may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 





provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10123/February 17, 1978 


In the Matter of 


VANCE, SANDERS MUNICIPAL BOND FUND, LTD. 
(A California Limited Partnership) 


and 


VANCE, SANDERS & COMPANY, INC. 
One Beacon Street 
Boston, Massachusetts 02108 


(812-4205) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR ORDER OF 
EXEMPTION FROM SECTIONS 2(a)(19) AND 15(c) OF 
THE ACT. 


NOTICE IS HEREBY GIVEN that Vance, Sanders 
Municipal Bond Fund, Ltd. (A California Limited 
Partnership) (“Fund”), registered under the Investment 
Company Act of 1940 (the “Act”) as an open-end, 
diversified management investment company, and 
Vance, Sanders & Company, Inc. (“Vance Sanders”; 
referred to collectively with the Fund as “Applicants”), 
Advisor General Partner and investment adviser of, and 
principal underwriter for, the Fund, filed an application 
on October 13, 1977, and amendments thereto on 


January 4, 1978, and February 14, 1978, requesting an 
order of the Commission pursuant to Section 6(c) of 
the Act exempting the Fund and its general partners 
from the provisions of (1) Section 2(a)(19) of the Act to 
the extent that the Fund’s general partners would 
otherwise be deemed to be “interested persons” of the 
Fund or its Advisor General Partner solely because 
they are partners in the Fund, and (2) Section 15(c) of 
the Act so that the Director General Partners will not be 
deemed to be parties to the Fund’s investment advisory 
contract solely by reason of their being parties to the 
Fund’s partnership agreement. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicants state that the Fund was organized as a 
limited partnership under the Uniform Limited 
Partnership Act of California and proposes to operate 
as an open-end investment company with the objective 
of providing investors as high a level of current income 
exempt from federai income taxes as is consistent with 
the preservation of capital. They further state that the 
Fund will seek to achieve this objective by investing in 
a diversified portfolio of obligations, the interest from 
which is exempt from federal income tax. According to 
the application, rulings have been issued by the 
Internal Revenue Service stating that the Fund will be 
taxed as a partnership and not as an association 
taxable as a corporation, and that the income of the 
Fund exempt from federal income taxes would retain 
its tax-exempt character when properly allocable to the 
partners. Although the Internal Revenue Service has 
not ruled upon whether the particular allocations 
proposed by Applicants will be given effect for federal 
income tax purposes, Applicants state that they have 
been advised by counsel that the allocation of income 
they propose is proper. 


Applicants further state that: (1) the general partners of 
the Fund will consist of Director General Partners and 
an Advisor General Partner; (2) only individuals may 
serve as Director General Partners; (3) the Fund will be 
managed solely by the Director General Partners 
except for those specific activities of the Fund for 
which responsibility is given to the Advisor General 
Partner; and (4) the Director General Partners will 
perform the same functions as directors of 
incorporated investment companies. Applicants state 
that the Advisor General Partner is excluded from 
participation in the management of the Fund; however, 
the Advisor General Partner is charged with certain 
responisibilities, including managing the investment 
of Fund assets and administering its affairs subject to 
the supervision of the Director General Partners. 
Applicants further state that in return for the Advisor 
General Partner assuming the responsibilities 
assigned to it, the partnership agreement provides that 
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such partner will be allocated 6% percent of the daily 
gross income of the Fund (excluding gains or losses), 
but in no event shall such amount exceed, on an annual 
basis, 0.3 of 1% of the Fund’s average net assets. 


Included as exhibits to the application are opinions of 
counsel that: (1) the Fund is duly organized and validly 
existing as a limited partnerhip under the laws of the 
State of California and (2) the division of managerial 
functions among the general partners in the manner 
proposed is lawful. 


According to the application, (1) the Director General 
Partners act only by majority vote and are subject to 
election and removal by vote of the partners; (2) in the 
event no Director General Partner remains, it is the 
responsibility of the Advisor General Partner to 
promptly call a meeting of the limited partners 
(“Limited Partners”), to be held within 120 days of the 
date the last Director General Partner ceased to act in 
such capacity, for the purpose of determining whether 
to elect to continue the business of the Fund and, if the 
business is to be continued, the election of Director 
General Partners; and (3) for the period of time during 
which no Director General Partner remains, the Advisor 
General Partner is permitted to engage in the 
management, conduct arid operation of the business of 
the Fund to the same extent as a Director General 
Partner. Applicants state that the Advisor General 
Partner shall be subject to election and removal by vote 
of the partners and, in addition, may be removed as the 
Advisor General Partner upon 60 days’ written notice by 
vote of a majority of the Director General Partners or by 
vote of the partners. 


According to the application, (1) the Fund’s Limited 
Partners have no rights to control the Fund’s business, 
but may exercise certain rights and powers of a Limited 
Partner under the partnership agreement, including 
voting rights, and (2) the partnership agreement 
authorizes Limited Partners to exercise voting rights on 
certain matters, including the right to elect or remove 
general partners. Applicants state that it is the opinion 
of California counsel that the existence or exercise of 
these voting rights does not subject the Limited 
Partners to liability as general partners. under the 
Uniform Limited Partnership Act of California. 
However, Applicants further state that it is possible 
that because of such voting rights the Limited Partners 
might be found to be subject to liability as general 
partners by the courts of another state. In this regard, 
the Applicants state (1) that, if a Limited Partner is 
sued to satisfy an obligation of the Fund, the Fund 
will, upon notice of such suit by the Limited Partner, 
either satisfy such obligation or, if it believes such suit 
is without merit, undertake the defense of such suit, 
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and (2) that the Fund intends to include in all material 
contracts a provision limiting the claims of creditors to 
Fund assets. Applicants have submitted as an exhibit 
to the application an opinion of counsel stating that if a 
Limited Partner is held to be liable as a general partner, 
has satisfied liabilities of the Fund in excess of his 
required capital contribution, and if the assets and 
insurance of the Fund are insufficient to reimburse the 
Limited Partner, the partnerhip agreement provides a 
basis upon which the Limited Partner would have 
recourse against the general partners. 


Applicants state that the entire interest of the partners 
will be divided into Shares of Partnership Interest 
(“Shares”) which will be offered to investors, and that, 
upon the sale of a Share to a purchaser who is not a 
Limited Partner, and upon receipt of a signed 
partnership authorization, including a power of 
attorney required of all Limited Partners, the purchaser 
will become a Limited Partner upon the filing of an 
amendment to the partnership agreement. According 
to the application, the Director General Partners agree 
to process such amendments weekly, and daily when 
necessary. Applicants further state that (1) the 
remainder of the Fund’s income after the allocation of 
income to the Advisor General Partner, referred to 
above, as well as other items of gain, loss, deductions 
and credits, will be allocated equally among the 
outstanding Shares of the Fund; (2) all Shares will have 
equal rights and one vote each on all matters to be 
voted upon by partners; and (3) a Limited Partner can 
assign his Shares, in whole or part, provided the 
assignee agrees to become a substituted Limited 
Partner, the Director General Partners consent to such 
assignment and substitution, and the assignee 
executes the necessary documents to become a 
substituted Limited Partner. 


According to the application (1) as a condition of the 
granting of the rulings noted above, the Internal 
Revenue Service required that at all times the general 
partners must have in the aggregate a one percent 
interest in all Fund items of income, gains and losses; 
(2) the general partners have met this condition by 
purchasing in the aggregate one percent of the 
outstanding Shares of the Fund; and (3) Vance Sanders 
undertakes that at all times while serving as Advisor 
General Partner it will own one percent of the Fund’s 
outstanding Shares and will not withdraw as Advisor 
General Partner except on two year’s notice. Vance 


‘Sanders also undertakes that it will stand for election 


for Advisor General partner at each election so long as 
its duties and obligations as Advisor General Partner 
have not been terminated, and that in the event that the 
Fund terminates such obligations and duties, Vance 
Sanders will remain as a general partner and continue 
to own one percent of the outstanding Shares for one 





year or until a successor general partner is appointed, 
whichever is earlier. The Fund undertakes that any 
successor Advisor General Partner will agree to the 
same undertakings as Vance Sanders. Applicants 
agree that any exemptive order issued herein may be 
conditioned upon the continued effectiveness of such 
undertakings. 


On October 4, 1976, the Tax Reform Act of 1976 
amended Subchapter M of the Interna! Revenue Code, 
effective for taxable years beginning after December 
31, 1976, to enable investment companies in corporate 
form to pass through tax-exempt income to their 
shareholders. The Fund asserts, however, that the 
following desirable consequences can be achieved in 
partnership form, but not in corporate form: 


(1) Although, as noted above, the Internal Revenue 
Service has not ruled that the allocation of income 
Applicants propose will be given effect for federal 
income tax purposes, the Fund believes that the 
income received by Vance Sanders is non-taxable if 
tax-exempt to the partnership, enabling the advisory 
fee to be substantially lower than fees currently being 
paid by almost all corporate municipal bond funds; 


(2) As a partnerhip the Fund is in a more flexible 
position because it would not have to comply with the 
percentage limitations on investments and income 
contained in Subchapter M of the Internal Revenue 
Code, as would a corporate municipal bond fund; 


(3) If any portion of the partnerhip’s income is 
tax-exempt in a state if received directly, it may be 
tax-exempt to the partner because, normally, under 
state law a partner is taxed on his allocated share of 
partnership income as though received directly; and 


(4) A partnership normally is not subject to state 
taxes; the Fund expects to receive rulings from (a) the 
Department of Revenue of the State of California to the 
effect that the Fund is not subject to any income tax in 
the State of California, and (b) the Massachusetts 
Department of Corporations and Taxation to the effect 
that neither the Fund nor non-resident holders of 
Shares, by reason of their being hoiders of shares, 
will be subject to Massachusetts income tax. 


Section 10(a) of the Act provides that no registered 
investment company shall have a board of directors 
more than 60 percent of the members of which are 
persons who are “interested persons” of such 
registered company. Section 2(a)(12) of the Act defines 
“director” to include any director of a corporation or 


any person performing similar functions with respect 
to any organization, whether incorporated or 
unincorporated. 


Section 15(c) of the Act provides, inter alia, that it shall 
be unlawful for any registered investment company 
having a board of directors to enter into, renew, or 
perform any contract or agreement whereby a person 
undertakes to serve or act as investment adviser of 
such company, unless the terms of such contract or 
agreement and any renewal thereof have been approved 
by the vote of a majority of directors who are not 
parties to such contrast or agreement or interested 
persons of any such party. 


Section 2(a)(19)(A) of the Act provides, in part, that an 
“interested person” of another person, when the other 
person is an investment company, means (1) any 
affiliated person of such investment company, and (2) 
any interested person of any investment adviser or 
principal underwriter for such company. Section 
2(a)(19)(B) of the Act provides, in part, that an 
“interested person” of another person, when the other 
person is an investment adviser or principal 
underwriter for any investment company, means any 
affiliated person of such investment adviser or 
principal underwriter. Section 2(a)(3)(D) of the Act 
provides, in part, that an “affiliated person” of another 
person means any partner or co-partner of such 
person. 


Applicants submit that the relationship of the Director 
General Partners to the Fund is essentially identical to 
the relationship of directors to a corporate investment 
company. They state that, nevertheless, the provisions 
of Section 2(a)(3) of the Act would make all Director 
General Partners affiliated persons of the Advisor 
General Partner, with the result that the Director 
General Partners would be deemed interested persons 
of the Fund and its Advisor General Partner under 
Section 2(a)(19) of the Act. 


Applicants, to permit compliance with Sections 10(a) 
and 15(c) of the Act, have requested that the Fund and 
its general partners be exempted from the provisions of 
Section 2(a)(19) to the extent that the general partners 
would otherwise be interested persons of the Fund or 
its Advisor General Partner solely because they are 
general partners of the Fund, a limited partnership in 
which the Fund’s investment adviser and principal 
underwriter, Vance Sanders, is also a general partner. 
Applicants assert that since Section 2(a)(19) excludes 
from the definition of interested persons of an 
investment company those individuals who would be 
interested persons solely because they are directors or 
owners of securities of an investment company, and 
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since the Advisor General Partner is excluded from 
participation in the management of the Fund, it is 
consistent with the purposes fairly intended by the 
policy and provisions of the Act to grant the requested 
exemption from Section 2(a)(19). 


Applicants state that since the Director General 
Partners who fulfill the function of non-interested 
directors of necessity have signed the partnership 
agreement and the partnership agreement provides for 
compensation to Vance Sanders for managing the 
investment and reinvestment of Fund assets, it could 
be contended that the Director General Partners are 
parties to the advisory contract or agreement. 
Applicants have requested an exemption from the 
provisions of Section 15(c) of the Act so that the 
Director General Partners will not be deemed to be 
parties to the advisory contract solely by reason of 
their being parties to the partnership agreement. 
Applicants state that all of the provisions required to 
be included in an advisory contract by Section 15 of the 
Act are included in the partnership agreement, which is 
a written agreement, and that the partnership 
agreement will be submitted to the partners (i.e., 
shareholders) and Director General Partners for 
approval. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, exempt any 
person, security, or transaction, or any class or classes 
of persons, securities, or transactions, from any 
provision or provisions of the Act or rules thereunder, if 
and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


In addition to the undertakings summarized above, 
Vance Sanders undertakes that it will not request, and 
the Fund undertakes that it will not grant, for a period 
of three years, an increase in either the percentage of 
income allocated to Vance Sanders, or in the limitation 
on such allocation of 0.3 percent of average net assets 
on an annual basis. The Applicants also undertake that 
if the tax treatment to Vance Sanders with respect to 
either the income received, or expenses incurred, by 
Vance Sanders while acting as Advisor General Partner 
is adversely affected and the Fund is willing, because 
of such change, to recommend to shareholders an 
increase in the income to be allocated to Vance 
Sanders so that there is no longer any significant 
advantage to the partnership form, Vance Sanders will 
recommend to the Fund, and the Fund will recommend 
to its shareholders, that the form of the Fund’s 
organization be changed from a partnership to a 
corporation. Vance Sanders also undertakes that if the 
tax treatment of the income received or expenses 
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incurred while acting as Advisor General Partner is not 
adversely affected, Vance Sanders will not request or 
accept an increase in such income unless, after such 
increase, the income allocated to it for acting as 
Advisor General Partner is significantly below its fees 
received for acting as investment adviser to other 
investment companies. 


The Fund undertakes that, prior to a public offering of 
Shares, it will be added as one of the named assureds 
in an errors and omissions policy, up to a maximum 
amount of $5 million (with a $100,000 deductible for 
any one claim) and will be a named assured in a 
brokers’ indemnity bond in an aggregate amount of $10 
million. The Fund undertakes that it will be covered by 
such insurance and that it will take no action to cancel 
such policies or, if such policies are cancelled by 
the insurance companies, it will obtain comparable 
insurance. 


Applicants agree that any exemptive order granted may 
be conditioned upon the continued effectiveness of the 
above-described undertakings. They submit that the 
granting of the requested exemptions is necessary and 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 14, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in the case of an attorney-at-law 
by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the appication will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


* 


wh 





George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10124/February 17, 1978 


In the Matter of 
AMERICAN MEDICAL ASSOCIATION 


TAX-EXEMPT INCOME FUND INC. 
535 North Dearborn Street 
Chicago, Illinois 60610 _ 


and 


CONTINENTAL ILLINOIS NATIONAL BANK AND 
TRUST COMPANY OF CHICAGO 

231 South LaSalle Street 

Chicago, Illinois 60693 


(812-4239) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 10(f) OF THE ACT FOR AN ORDER OF THE 
COMMISSION EXEMPTING CERTAIN TRANSAC- 
TIONS FROM THE PROVISIONS OF SECTION 10(f). 


NOTICE IS HEREBY GIVEN that American Medical 
Association Tax-Exempt Income Fund Inc. (the 
“Fund”), a Maryland corporation, and Continental 
Illinois National Bank and Trust Company of Chicago 
(the ‘“Adviser”) (hereinafter collectively referred to as 
the “Applicants”) filed an application on December 5, 
1977, pursuant to Section 10(f) of the Investment 
Company Act of 1940 (the “Act”), for an order of the 
Commission exempting certain transactions of the 
Fund from the provisions of Section 10(f) of the Act so 
as to permit the Fund to purchase Municipal Bonds (as 
hereinafter defined) in public offerings in which the 
Fund’s investment adviser participates as a principal 
underwriter, subject to certain conditions specified in 
the application and set forth below. All interested 
persons are referred to the application which is on file 
with the Commission for a statement of the 
representations made therein, which are summarized 
below. 


The Fund is a diversified open-end, management 
investment company and is registered under the Act. 
On September 30, 1977, the Fund filed a registration 
statement on Form N-8B-1 pursuant to Section 8(b) of 
the Act. On that same date it also filed a registration 
statement on Form S-5 under the Securities Act of 1933 
in order to be able to commence a distribution of 
shares of common stock, which has not as yet been 
declared effective. The Fund’s investment objective is 
to provide shareholders, through investment in and 
active management of a diversified portfolio of 
Municipal Bonds, as high a level of Federally 
tax-exempt income as is consistent with prudent 
investment and preservation of capital. In seeking this 
objective, the Adviser proposes to invest at least 80% 
of the Fund’s assets in a diversified portfolio 
consisting of fixed income obligations issued by or on 
behalf of states, territories and possessions of the 
United States and the District of Columbia and their 
political subdivisions, agencies and instrumentalities, 
including municipalities and multi-state agencies, the 
interest on which is exempt from Federal income 
taxation (such obligations being referred to hereinafter 
as “Municipal Bonds”). However, the above percentage 
may be reduced for temporary periods in 
circumstances which, in the opinion of the Adviser, 
require a defensive position for protection of the 
Fund’s stockholders. The Fund also anticipates that 
from time to time it may invest a portion of its assets 
(not to exceed 20% of the Fund’s assets, except as 
indicated above) in temporary investments, the income 
from which may be subject to Federal income taxation. 


The Fund and the Adviser are parties to an investment 
advisory agreement pursuant to which the Adviser 
provides specified management services to the Fund in 
return for a set fee. The Adviser is registered as an 
investment adviser under the Investment Advisers Act 
of 1940. Accordingly, the Fund and the Adviser are 
each an affiliated person of each other as that term is 
defined in Section 2(a)(3) of the Act. 


The Adviser is a major commercial bank and trust 
company and dealer and underwriter in municipal and 
government obligations and other types of securities. 
Through its Municipal Securities Division the Adviser 
participates as an underwriter in a substantial number 
of public offerings of Municipal Bonds. 


Three of the five inembers of the Fund’s board of 
directors are interested persons of the Fund. The 
remaining two directors are not interested persons of 
the Fund. 


Section 10(f) of the Act, in pertinent part, provides that 
no registered investment company shall knowingly 
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purchase or acquire, during the existence of any 
underwriting or selling syndicate, any security a 
principal underwriter of which is an officer, director, 
investment adviser or employee of such investment 
company, or is a person of which any such officer, 
director, investment adviser or employee is an 
affiliated person. That section further provides that the 
Commission, by rules or regulations upon its own 
motion or by order upon application, may exempt any 
transaction or classes of transactions from the 
restrictions contained therein to the extent such 
exemption is consistent with the protection of 
investors. 


Pursuant to the rule-making authority granted by 
Section 10(f), the Commission adopted Rule 10f-3 in 
1958. The Rule provides that a purchase of securities 
by a registered investment company prohibited by 
Section 10(f) of the Act shall be exempt from the 
provisions of that Section if certain conditions are 
satisfied. The Applicants note that Rule 10f-3 was 
designed for underwritten offerings of corporate equity 
and debt securities, whereas they intend to invest 
primarily in Municipal Bonds. The Applicants assert 
that underwritten offerings of Municipal Bonds are 
conducted under different terms and conditions than 
corporate underwritings and for several reasons do not 
fit within the framework of Rule 10f-3. For example, 
there is no registration requirement for Municipal 
Bonds under the Securities Act of 1933 as required by 
Section (a)(1) of Rule 10f-3. Therefore, the Fund will be 
precluded from being able to take advantage of the 
exemption afforded by the Rule and will be unable to 
purchase Municipal Bonds in public offerings in which 
the Adviser participates as a “principal underwriter”, as 
such term is defined in Section 2(a)(29) of the Act. 


It is the Applicants’ contention, as stated in its 
application, that due to the special nature of the 
Municipal Bond market and its emphasis on 
distributions through underwriting syndicates, the 
Fund must have access to the primary underwriting 
market in order to obtain best price and execution in 
the accumulation of portfolio securities. Because of 
the large participation of the Adviser in these 
underwritings, the Applicants believe that the 
prohibitions of Section 10(f) would, unless modified, 
prejudice the Fund by precluding access to a 
significant portion of the Municipal Bond market. The 
Applicants state that although there may be a large 
secondary market in Municipal Bonds, this secondary 
market lacks the depth and liquidity of the corporate 
bond or short-term securities market and is more 
susceptible to sharp price fluctuations. 


in order for the Fund to participate in public offerings 
of Municipal Bonds in which the Adviser is a “principal 
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underwriter”, the Applicants seek an order of the 
Commission exempting its proposed future purchases 
of Municipal Bonds from Section 10(f) on the basis of 
the terms set forth below, which are discussed in the 
application. These terms are based upon Rule 10f-3 
appropriately revised for the purposes of the requested 
exemptive order to reflect the special nature of the 
Municipal Bond market. 


Terms of the Proposed Order 


The exemptive order sought by the Applicants would 
be subject to the following conditions (paragraph 
references are keyed to the text of Rule 10f-3): 


(a) The securities to be purchased shall be: 


(1) Part of an issue of Municipal Bonds, the 
interest on which is exempt from Federal 
income tax, which is being offered to the 
public; 


(2) Purchased at not more than the public 
offering price prior to the end of the first full 
business day after the first date on which 
the issue is offered to the public; 


(3) Offered pursuant to an underwriting 
agreement under which the underwriters are 
committed to purchase all of the Municipal 
Bonds being offered, if the underwriters 
purchase any thereof; 


(4) Acquired pursuant to an order (which 
may be conditional) placed by or for the 
account of the Fund with an underwriter not 
earlier than two days after the first public 
announcement of the offering and prior to 
the first date on which the issue is offered 
to the public; 


(5) Purchased in an unsolicited transaction 
originating with the Fund or its investment 
adviser; and 


(6) Purchased in transactions for which 
records are maintained setting forth the 
reasons for the purchase and for the sale, if 
any, of any portfolio securities related to the 
transaction, which records shall be 
available for inspection by the Commission. 


(b) The gross commission, spread or profit to the 
principal underwriters shall not exceed 2.5 percent of 
the principal amount of the issue. 





{c) On the date of purchase the issue shall have 
received an investment grade rating, including 
conditional or provisional ratings, from Standard & 
Poor’s Corporation or Moody’s Investors Service, Inc.; 
provided, however, if the issuer of the securities to be 
purchased, or the entity supplying the revenues from 
which the issue is be paid, shall have been in 
continuous operation for less than three years, 
including the operations of any predecessor, then on 
the date of purchase the issue shall have received a 
rating of “A” or better from Standard & Poor’s 
Corporation or Moody’s Investors Service, Inc. 


(d) The principal amount of Municipal Bonds to be 
purchased by the Fund or by the Fund and any other 
investment companies having the same investment 
adviser, shall not exceed 3 percent of the principal 
amount of the issue being underwritten or $500,000 in 
principal amount, whichever is greater, but in no event 
greater than 10% of the principal amount of the issue. 


(e) The consideration to be paid by the Fund in 
purchasing the Municipal Bonds being offered shall 
not exceed 3 percent of the total assets of the Fund; 
provided, that if such consideration shall exceed 
$1,000,000, it shall not exceed 2 percent of the Fund’s 
total assets. 


(f) The exemptive order shall not be construed to 
permit transactions with any affiliated person or 
principal underwriter of the Fund or any affiliated 
person thereof (including purchases from syndicate 
managers designated as group sales or otherwise 
allocated to the account of such affiliated person or 
principal underwriter) which would otherwise be 
prohibited by Section 17 of the Investment Company 
Act of 1940; the Fund having represented that it will 
keep its non-interested directors completely informed, 
and fully aware, of the available alternatives with 
respect to recapture of the costs of portfolio 
transactions and having undertaken to take such steps 
as may be necessary to seek to implement any such 
recapture, including the filing of applications for 
exemptions under the Investment Company Act of 
1940, if the non-interested directors should determine 
that recapture is in the best interests of the Fund or if 
otherwise required by developments in the law. 


(g) The purchase of the securities being offered shall 
have been authorized or approved by a resolution of the 
board of directors of the Fund, or of a committee 
composed of at least three members of such board (a 
majority of which must be non-interested persons of 
the Fund), which resolution shall state that in the 
judgment of the board or committee, the purchase of 


securities proposed will meet all the requirements of 
paragraphs (a) through (f) of this exemptive order and 
which authorization or approval shall have been 
supported by the vote (by a meeting or by written 
consent given without a meeting) of not less than a 
majority of the members of the board of directors or of 


the committee who were not interested persons of the 
Fund. 


(h) the Fund shall set forth all transactions conducted 
pursuant to the exemptive order in its quarterly reports 
filed with the Securities and Exchange Commission on 
Form N-1Q. In addition, information as to such 
transactions shall be contained in the notes to the 
Fund’s published financial statements. 


(i) The officers and directors of the Fund and its 
investment adviser assume the burden of establishing 
that each transaction made pursuant to the exemptive 
order is consistent with the purpose of such order to 
assure that the selection of the Fund’s portfolio 
securities is in the interest of the Fund’s security 
holders rather than in the interest of its affiliated 
persons or in the interest of underwriters, brokers or 
dealers. 


The Applicants state that, as set forth in Investment 


Company Act Release No. 2797 (December 2, 1958), 
the conditions to the exemption from Section 10(f) 


contained in Rule 10f-3 are designed to permit 
purchases without an exemptive order where the 
circumstances are such as to make it unlikely that the 
purchase will be inconsistent with the protection of 
investors. The Applicants contend in their application 
that the exemption sought from the prohibitions of 
Section 10(f) is consistent with the protection of 
investors. The Applicants further contend that the 
terms of the exemption sought in the application 
attempt to incorporate the substantive provisions of 
Rule 10f-3 into a framework taking into account the 
realities of Municipal Bond underwritings so as to 
permit effective use of the exemption and at the same 
time making it unlikely that a purchase thereunder will 
be inconsistent with the protection of investors. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 13, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
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request shall be served personally or by mail upon the 
Applicants at the addresses stated above. Proof of 
such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date, 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10125/February 21, 1978 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE COM- 
PANY 


and 


MASSMUTUAL INCOME INVESTORS, INC. 
1295 State Street 


Springfield, Massachusetts 01111 


(812-4186) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTIONS 17(b) AND 17(d) OF THE 
ACT AND RULE 17d-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Massachusetts Mutual 
Life Insurance Company (the “Insurance Company”) 
and MassMutual Income Investors, Inc. (the “Fund”; 
referred to hereinafter together with the Insurance 
Company as “Applicants”), a closed-end, diversified 
management investment company registered under the 
Investment Company Act of 1940 (“Act”), have filed an 
application on September 8, 1977, and amendments 
thereto on October 3, 1977, December 17, 1977, and 
January 9, 1978, for an order of the Commission (1) 
pursuant to 17(a) of the Act a proposed sale by the 
insurance Company to the Fund of $2,000,000 
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principal amount of 9% 20-Year Senior Notes (the 
“Notes”) of MEI Corporation (“MEI”) at the price paid 
by the Insurance Company for the purchase of the 
Notes transferred, plus accrued interest, and (2) 
pursuant to Section 17(d) of the Act and Rule 17d-1 
thereunder permitting the Insurance Company and the 
Fund to purchase, from MEI, $15,500,000 principal 
amount and $1,000,000 principal amount, respectively, 
of the Notes. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicants state that MEI is issuing, at direct 
placement, $22,000,000 aggregate principal amount of 
the Notes, and that the Insurance Company has been 
offered for purchase the entire amount of that issue. 
According to the application, the Notes are unsecured 
and contain no provisions subordinating the Notes to 
any other indebtedness of MEI. Applicants further 
state that on December 2, 1977, the Insurance 
Company purchased $5,500,000 principal amount of 
the Notes and that it is planned that the remainder of 
the Notes will be purchased at a second closing 
occuring sometime in 1978. 


Applicants assert that the Insurance Company, which 
is the investment adviser of the Fund, believes the 
Notes to be an attractive investment for the Fund. 
Accordingly, Appiicants propose that the Fund invest 
in the Notes in the following manner. 


First, Applicants propose (“First Proposal”) that the 
Fund purchase from the Insurance Company 
$2,000,000 principal amount of the $5,500,000 principal 
amount Notes purchased by the Insurance Company at 
the first closing. The price of the Notes sold to the 
Fund would be the price paid by the Insurance 
Company for such Notes plus accrued interest running 
from December 2, 1977 (the date of the first closing) to 
the date of the Fund’s purchase. Upon purchase, the 
Fund will be bound by the same terms and conditions 
subject to which the Insurance Company presently 
holds such securities. The Applicants state that the 
purchase of the Notes by the Fund will occur only if the 
Commission issues the exemptive order requested 
herein on or before March 31, 1978. If that order is 
issued, the purchase will be made within one month 
after such issuance; if the exemption is not granted on 
or before March 31, 1978, then the Insurance Company 
will retain for investment the entire amount of the 
Notes purchased at the first closing. Applicants state 
that the Fund will not purchase any Notes from the 
Insurance Company unless such purchase has been 
approved by a majority vote of the directors of the fund 





who are not interested persons of the Insurance 
Company. 


Second, Applicants propose (“Second Proposal”) that 
the Insurance Company and the Fund investment 
concurrently in the $16,500,000 principal amount of the 
Notes to be issued at the second closing. Applicants 
state that the Insurance Company and the Fund would 
purchase $15,500,000 principal amount and $1,000,000 
principal amount of the Notes, respectively. Applicants 
state, however, that the second closing is contingent 
upon certain closing conditions being met. These 
closing conditions provide generally that MEI must be 
in the same business and financial condition as it was 
at the time of the first closing. If the closing conditions 
are not met then the Insurance Company and the Fund 
each have the right to refrain from purchasing the 
Notes scheduled to be issued at the second closing. 
Further, Applicants state that the Fund will not 
purchase any of the Notes from MEI at the second 
closing unless the Insurance Company purchases 
$15,500,000 in principal amount of the Notes from MEI 
at such closing. 


The Applicants assert that the Insurance Company 
holds warrants, exercisable at any time prior to 
February 1, 1983, to purchase up to 190,532 shares of 
MEI common stock at a price of $2.29 per share and 
warrants, exercisable at any time prior to June 1, 1984, 
to purchase up to 53,571 shares of MEI common stock 
at a price of $5 per share (hereinafter “MEI Warrants”). 
Applicants also assert the Insurance Company holds a 
7%4% Senior Note due 1983 of Beverages, Inc., a 
wholly-owned subsidiary of MEI, in the outstanding 
principal amount of $1,990,000 (“Beverage Note”). 
Applicants state that the Fund owns no securities of 
MEI or any of its subsidiaries. 


Section 2(a)(3) of the Act defines an affiliated person of 
an investment company to include any investment 
adviser thereof. 


Section 17(a) of the Act provides, in part, that it is 
unlawful for any affiliated person of a registered 
investment company, acting as principal, knowingly to 


sell any security to such registered investment 
company. Section 17(b) of the Act generally provides 
that, upon application, the Commission shall exempt a 
proposed transaction from the provisions of Section 
17(a) of the Act if evidence establishes that the terms 
of the proposed transaction, including the considera- 
tion to be paid or received, are reasonable and fair and 
do not involve overreaching on the part of any person 
concerned, and that the proposed transaction is 
consistent with the policy of the registered investment 
company concerned and with the general purposes of 
the Act. Applicants request an order pursuant to 
Section 17(b) of the Act exempting from the provisions 


of Section 17(a) of the Act the First Proposal, involving 
the sale by the Insurance Company of Notes to the 
Fund, Applicants state that the terms of the transfer 
are reasonable and fair and do not involve any 
overreaching on the part of either the Insurance 
Company or the Fund since (1) the consideration paid 
by the Fund would equal the price paid by the 
Insurance Company for the Notes, plus accrued 
interest, and (ii) the Insurance Company is retaining 
over half of the Notes purchased by it on December 2, 
1977, thus sharing with the Fund the risk that the 
Notes may prove to be a poor investment. Applicants 
also state that the proposed transaction is consistent 
with (i) the policy of the Fund as recited in its 
registration statements and (ii) the general purposes of 
the Act. 


Section 17(d) of the Act and Rule 17d-1 thereunder, 
taken together, provide, in part, that it is unlawful for 
an affiliated person of a registered investment 
company, acting as principal, to effect any transaction 
in which such registered investment company is a joint 
participant, without the permission of the Com- 
mission. Rule 17d-1 provides, in part, that in passing 
upon applications for orders granting such permission, 
the Commission will consider (1) whether the 
participation of the investment company in such 
transaction on the basis proposed is consistent with 
the provisions, policies and purposes of the Act, and 
(2) the extent to which such participation is on a basis 
different from or less advantageous than that of other 
participants. Applicants request an order pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder 
permitting the Insurance Company to participate in the 
Second Proposal, involving the joint purchase by the 
Insurance Company and the Fund of Notes from MEI. 
Applicants assert that (i) the Insurance Company and 
the Fund are purchasing the Notes on the same basis 
and not on a basis more favorable to the Insurance 
Company than to the Fund, and (ii) the purchase is 
consistent with the provisions, policies and purposes 
of the Act. Applicants assert further that the Insurance 
Company considers the Notes a sound investment and 
that it would be to the Fund’s disadvantage not to 
purchase a portion of the Notes. 


Applicants state that the interest of the Insurance 
Company in the MEI warrants and the Beverage Notes 
had no effect on the decision of the Insurance 
Company that the Notes are an attractive investment 
for both the Insurance Company and the Fund. They 
also state that the Notes are a type of security in which 
the Fund’s investments are restricted to 25% of its 
total assets, and that the Fund has approximately 
$36,000,000 in assets which may be invested in this 
type of security. Applicants assert that the decision for 
the Fund to purchase 3,000,000 principal amount of the 
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Notes was made by balancing the belief by the 
Applicants that long-term interest rates would not 
move significantly higher than 9% versus the 
desirability of the Fund’s maintaining a liquid position. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 17, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10126/February 22, 1978 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE COM- 
PANY 


and 


MASSMUTUAL CORPORATE INVESTORS, INC. 
1295 State Street 


Springfield, Massachusetts 01111 
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(812-4237) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER. 


Massachusetts Mutual Life Insurance Company 
(“Insurance Company”), a mutual life insurance 
company organized under the laws of the 
Commonwealth of Massachusetts, and MassMutual 
Corporate Investors, Inc. (“Fund’’), a non-diversified, 
closed-end management investment company regis- 
tered under the Investment Company Act of 1940 
(“Act”), for which the Insurance Company acts as 
investment adviser, filed an application on November 
25, 1977, and an amendment thereto on January 17, 
1978, pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder for an order of the Commission 
permitting the Insurance Company to purchase, at 
direct placement, $7,000,000 in principal amount of a 
new issue of 9.25% 15-Year Senior Notes of WellTech, 
Inc. (“WellTech”). 


The application states that pursuant to an order of the 
Commission issued August 19, 1971 (Investment 
Company Act Release No. 6690), the Insurance 
Company is permitted to invest concurrently for its 
general account in each issue of securities purchased 
by the Fund at direct placement, provided, inter alia, 
that once the Insurance Company and the Fund have 
acquired interests in an issuer, neither the Insurance 
Company nor the Fund, unless otherwise permitted by 
order of the Commission, may acquire any further 
interest in such issuer other than interests in all 
respects identical. According to the application, the 
Insurance Company and the Fund each hold $1,095,000 
in principal amount of WellTech 10 %2% Subordinated 
Notes due 1987 and $405,000 in principal amount of 
WellTech 10 %% of Convertible Subordinated Notes 
due 1989; the Insurance Company also holds 72,375 
shares of WellTech common stock. 


On January 27, 1978, a notice (Investment Company 
Act Release No. 10107) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 


request for a hearing has been filed, 
Commission has not ordered a hearing. 


and the 


The matter has been considered, and it is found that 
the participation of the Fund in the proposed 
transaction, on the basis proposed, is consistent with 





the provisions, policies and purposes of the Act, and 
that such participation is not on a basis less 
advantageous than that of other participants. 


IT iS HEREBY ORDERED, pursuant to Section 17(d) of 
the Act and Rule 17d-1 thereunder, that the proposed 
transaction be, and hereby is, permitted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10127/February 22, 1978 


In the Matter of 


SCUDDER DEVELOPMENT FUND 
345 Park Avenue 
New York, New York 10022 


and 


TITLE INSURANCE AND TRUST COMPANY, as 
TRUSTEE for the INDIVIDUAL RETIREMENT 
ACCOUNT OF RICHARD D. COLBURN; 


TITLE INSURANCE AND TRUST COMPANY, as 
TRUSTEE for the EMPLOYEES RETIREMENT PLAN OF 
CONSOLIDATED ELECTRICAL DISTRIBUTORS, INC.; 


RICHARD D. COLBURN; 
JUDITH N. COLBURN; 


THE EMPLOYEES RETIREMENT PLAN OF ROLLED 
ALLOYS, INC; and 


CONCORD INVESTMENT COMPANY 
c/o Bernard E. Lyons, Esquire 

1516 Pontius Avenue 

Los Angelés, California 90025 


(812-4252) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR AN ORDER 
EXEMPTING PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Scudder Development 
Fund (“Scudder”), an open-end diversified manage- 
ment investment company registered under the 
Investment Company Act of 1940 (“Act”); and Title 
Insurance and Trust Company, Trustee for the 
Individual Retirement Account of Richard D. Colburn 
(“TITC/IRA/RDC”); Title Insurance and Trust Com- 
pany, Trustee for the Employees Retirement Plan of 
Consolidated Electrical Distributors, Inc. (“TITC/ERP/ 
CED”); Richard D. Colburn (“RDC”); Judith N. Colburn 
(“JNC”); The Employees Retirement Plan of Rolled 
Alloys, Inc. (“ERP/RA”); and Concord Investment 
Company (“Concord”) (referred to collectively as 
“Applicants”) filed an application on December 16, 
1977 pursuant to Section 17(b) of the Act for an order of 
the Commission exempting from the provisions of 
Section 17(a) of the Act the proposed sale by Scudder 
to Buyers of 50,000 shares of common stock (“the 
Shares”) of Hughes Supply, Inc. (‘Hughes’). 
TITC/ERP/CED, as an affiliated person of Hughes, 
which is an affiliated person of Scudder, would 
otherwise be prohibited under Section 17(a) of the Act 
from knowingly purchasing the shares from Scudder. 
All interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Scudder was organized on February 5, 1970, under the 
name of Scudder AM Fund, and on April 24, 1970, its 
name was changed to Scudder Development Fund. As 
of November 30, 1977, Scudder had net assets of 
approximately $21,349,309 and approximately 840 
shareholders. 


RDC is a resident of Beverly Hills, California, and the 
retired chairman of The Susqehanna Corp., a 
subsidiary of Studebaker-Worthington Co., of which 
RDC is a director. Consolidated Electrical Distributors, 
Inc. (“CED”), a Delaware corporation, is a distributor of 
electrical supplied and apparatus. The capital stock of 
CED is owned by RDC and his three children, Keith W. 
Colburn, Richard W. Colburn and Carol Colburn Hogel 
(“the Children”). JNC is RDC’s wife. Rolled Alloys, Inc. 
(“RA”), a Delaware corporation, is engaged in the 
business of steel warehousing and, through 
subsidiaries, of managing investments. The capital 
stock of RA is owned by RDC and the Children. 
Concord is a Nevada corporation engaged in managing 
investments. Concord is a wholly-owned subsidiary of 
a wholly-owned subsidiary of RA. 


Applicants state that Hughes is a Florida corporation 
engaged in the business of distributing plumbing and 
electrical supplies and manufacturing. The common 
stock of Hughes is actively traded in the over-the- 
counter market. 
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Scudder holds in its portfolio 93,500 shares of the 
common stock of Hughes, or approximately 6.97% of 
the outstanding voting stock of Hughes. Each Buyer 
currently owns the number of shares of Hughes 
common stock indicated in the following table, and 
each intends to purchase from Scudder additional 
shares of Hughes common stock indicated in the 
following table: 


No. Shares 
Purchasing 


No. Shares 
Held 


Buyer 





TITC/IRA/RDC 
TITC/ERP/CED 
RDC 

JNC 

ERP/RA 
Concord 


22,300 
157,000 
i. 
-0- 
ij. 

30,000 


900 
9,000 
15,000 
5,000 
2,000 
18,100 


209,300 50,000 


Buyers do not concede that any of them other than 
TITC/ERP/CED is an affiliated person of Hughes 
within the meaning of Section 2(a)(3) of the Act. 
However, because of the various interrelationships 
between the purchasers it has been determined to 
include all of them as Applicants. 


The Buyers represent that no one of them nor any 
individual associated with any of them have any 
connection with Scudder as a shareholder, employee 
or otherwise, nor do they have any connection with 
Scudder, Stevens & Clark, the adviser to Scudder, 
either through personal relationships, as clients, or 
through any business relationships whatsoever. 


Scudder represents that on Friday, November 25, 1977 
a representative of Buyers approached Scudder by 
telephone to determine whether Scudder had any 
interest in selling any shares of Hughes. Thereupon, 
Scudder made inquiries through the NASDAQ System 
and determined that there were four brokerage houses 
bidding $14 and asking $14% per share and four or five 
additional brokerage houses bidding $13-7/8 and 
asking $14-3/8 per share. After reviewing Hughes’ 
current earnings and its basic suitability for Scudder’s 
portfolio, it was determined to offer the Buyers 50,000 
shares at a price of $15, thus reducing Scudder’s 
holding to 43,500. This decision was reached in the 
light of the judgment that the holding should be 
reduced at that time. In addition, although $15 per 
share was less than Scudder’s average cost of $16.59 
per share, Scudder determined that such commitment 
was not appropriate at that time because Hughes had 
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not met its expectations and the price had fluctuated, 
since the original acquisition of the Hughes shares, 
down to $7 and then back up to $15. 


On Monday, November 28, the representative of the 
Buyers called from California before the opening of the 
market in New York with an offer of $14-3/4, which 
Scudder refused. Applicants state that shortly 
thereafter the representative of the Buyers consulted 
further with his clients and agreed to meet Scudder’s 
price. The transaction was confirmed by telegram sent 
November 30. Scudder represents that it had no parti- 
cular information about Hughes which influenced its 
decision to sell this block of 50,000 shares. 


Section 17(a) of the Act provides, in part, that it shall 
be unlawful for any affiliated person of a registered 
investment company or any affiliated person of such 
person to knowingly purchase from such registered 
company, or any company controlled by such 
registered company, any security or other property. 


Scudder owns more than 5% of Hughes’ capital stock, 
and, therefore, Hughes is an affiliated person of 
Scudder under Section 2(a)(3) of the Act. TITC/ERP/ 
CED owns more than 5% of Hughes’ capital stock, 
and, therefore, it is an affiliated person of Hughes 
under Section 2(a)(3) of the Act. TITC/ERP/CED, as an 
affiliated person of an affiliated person of a registered 
investment company, acting as principal, is prohibited 
uner Section 17(a) of the Act from knowingly 
purchasing from such registered investment company 
any security or other property. 


Section 17(b) of the Act provides, in part, that the 
Commission upon application, may exempt a proposed 
transaction from the provisions of Section 17(a) of the 
Act if the evidence establishes that the terms of the 
proposed transaction, including the consideration to 
be paid or received, are reasonable and fair and do not 
involve overreaching on the part of any person 
concerned, and the proposed transaction is consistent 
with the policy of the investment company and with the 
general purposes of the Act. 


Applicants represent that the terms of the proposed 
transaction are reasonable and fair and do not involve 
overreaching on the part of any person concerned. The 
price was determined on the basis of arms’ length 
negotiation and represents an increase over the 
amount the Buyers initially offered. The proposed 
transaction is consistent with the policy of Scudder, 
since it represents disposition of a security which has 
not shown the capital appreciation in the past and does 
not presently, have, in the judgment of management, 
the capital appreciation potential for the future which 





Scudder’s investment policy requires it to seek. 
Applicants represent that the proposed transaction is 
consistent with the general purposes of the Act 
because it is in the best interest of investors in Scudder 
and is designed to obtain an investment result which 
Scudder does not believe it could be certain of 
achieving in a different type of transaction. 


NOTICE !S FURTHER GIVEN that any interested 
person may, not later than March 20, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10128/February 22, 1978 


In the Matter of 
ARCS EQUITIES CORP. 


850 Third Avenue 
New York, New York 10022 


(812-4106) 


ORDER PURSUANT TO SECTIONS 6(c) AND 6(e) OF 
THE ACT GRANTING TEMPORARY EXEMPTION 
FROM SECTION 7 AND CERTAIN OTHER PROVI- 
SIONS OF THE ACT 


Arcs Equities Corporation (“Applicant”), a New York 
corporation, has applied pursuant to Sections 6(c) and 
6(e) of the Investment Company Act of 1940 (“Act”) for 
an order of the Commission temporarily exempting it 
from Section 7 and certain other provisions of the Act. 
Applicant, in requesting such temporary exemption, 
has agreed that Applicant and other persons in their 
transactions and relations with it shall be subject to all 
provisions of the Act and the respective rules and 


‘regulations promulgated under each of such provisions 


as though Applicant were a registered investment com- 
pany, other than Section 7 and the following: Section 
8, Subsection (a) of Section 10; Subsection (a)(4) of 
Section 13; Subsections (a), (f), (g) and (h) of Section 
17; Section 18; Section 23; Section 30 (except Subsec- 
tion (f) thereof); Section 31; and Section 32 and the 
rules and regulations thereunder. 


On January 27, 1978, a notice (Investment Company 
Act Release No. 10105) was issued of the filing of said 
application pursuant to Sections 6(c) and 6(e) of the 
Act. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered and it is found, on the 
basis of the information stated in the application, that 
the granting of the requested exemption is appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act, 
subject to the conditions stated below, which are 
deemed necessary or appropriate in the public interest 
for the protection of investors and to which the 
Applicant has consented. Accordingly, 


IT IS ORDERED, pursuant to Sections 6(c) and 6(e) of 
the Act, that Applicant is hereby exempted from the 
provisions of Section 7 of the Act from May 13, 1977, 
until the earlier of June 30, 1978, or such time as the 
Commission has acted upon Applicant’s original 
application under Sections 3(b)(2) and 6(c) of the Act. 


IT iS FURTHER ORDERED, pursuant to Sections 6(c) 
and 6(e) of the Act, that during the temporary 
exemption period Applicant and other persons in their 
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relations with it shall be subject to all provisions of the 
Act and the respective rules and regulations thereunder 
as though Applicant were a registered investment 
company, except the following: Section 8, Subsection 
(a) of Section 10; Subsection (a)(4) of Section 13; 
Subsection (a) of Section 17 (to the extent described in 
the notice of the filing of the Applicant’s application 
pursuant to Sections 6(c) and 6(e) of the Act); Subsec- 
tions (f), (g) and (h) of Section 17; Section 18; Section 
23; Section 30 (except Subsection (f) thereof); Section 
31; and Section 32 and the rules and regulations 
thereunder. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10129/February 22, 1978 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE COM- 
PANY 


and 


MASSMUTUAL INCOME INVESTORS, INC. 
1295 State Street 
Springfield, Massachusetts 01111 


(812-4193) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER AND PURSUANT TO 
SECTION 17(b) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Massachusetts Mutual 
Life Insurance Company (“Insurance Company”), and 
MassMutual Income Investors, Inc. (“Fund”), a 
closed-end, diversified management investment 
‘company registered under the Investment Company 
Act of 1940 (“Act”), (hereinafter collectively referred to 
as “Applicants”), have filed an application on 
September 26, 1977, and amendments thereto on 
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November 14, 1977, and February 1, 1978, (1) pursuant 
to Section 17(d) of the Act and Rule 17d-1 thereunder, 
for an order of the Commission permitting the 
Insurance Company to purchase $9,000,000 principal 
amount and the Fund to purchase $3,000,000 principal 
amount at direct placement of a new issue of 8.5% 20- 
year senior notes (“Notes”) of Mead Corporation 
(“Mead”), and (2) alternatively, in the event the 
Insurance Company purchases $12,000,000 in principal 
amount of the Notes before the issuance of such order, 
for an order pursuant to Section 17(b) of the Act 
exempting from the provisions of Section 17(a) of the 
Act the sale of $3,000,000 in principal amount of the 
Notes plus accrued interest by the Insurance Company 
to the Fund. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicants state that the Notes are a portion of an 
aggregate principal amount of $75,000,000 of Notes to 
be issued by Mead with no discount or premium. 
Before the purchase by the Insurance Company of any 
of this issue of Notes, the Insurance Company held 
$1,600,000 in principal amount of Mead’s 8.50% 
debentures due 1995 (“Mead Debentures”). The Fund 
owns no securities of Mead. 


Applicants state that the Insurance Company 
purchased $3,000,000 in principal amount of Notes at a 
closing which took place December 22, 1977, and they 
expect that the remaining principal amount of Notes 
will be issued at a closing to occur between April 1, 
1978 and June 30, 1978 (“Later Closing”). 


The Insurance Company is the investment adviser for 
the Fund. Applicants represent that in the judgment of 
the Insurance Company the Notes would be an 
attractive investment for the Fund, and the Insurance 
Company understands that Mead is willing to sell a 
portion of the Notes to the Fund. Applicants state that 
the Fund will not pay any commission to any inter- 
mediary in connection with this transaction. They state 
further that any modification, amendment, or waiver 
affecting the loan agreements or the Notes will affect 
the Fund and the Insurance Company equally. 


Applicants propose the following alternative arrange- 
ments, depending upon the issuance of the requested 
Commission order prior to the Later Closing, or 
subsequent to the Later Closing. 


1. Should the Commission order sought herein issue 
prior to the Later Closing. Applicants contemplate that 
the Fund will enter into note purchase agreements with 
Mead providing for purchase by the Fund of $3,000,000 
principal amount of the Notes at the Later Closing and 
purchase by the Insurance Company of $9,000,000 of 
the Notes from Mead at the Later Closing. 





According to the Application, the note purchase agree- 
ments would contain customary closing conditions, 
_and if the closing conditions were not satisfied at the 
time of the Later Closing, the Applicants would have 
the right to refrain from purchasing the Notes 
scheduled to be issued at such closing. However, 
Applicants state that the Fund will not purchase any 
Notes from Mead at the second closing unless the 
Insurance Company purchases $9,000,000 in principal 
amount of Notes from Mead at such closing. 
Applicants represent that if the Fund purchases Notes 
from Mead at the Later Closing, the Fund will pay the 
same price as the Insurance Company for the Notes. 


ll. Should the Commission order sought herein issue 
subsequent to the Later Closing, Applicants represent 
that, pending receipt of such an order, the Insurance 
Company is prepared to commit to purchase for its 
general account $12,000,000 in principal amount of 
Notes at such closing, subject to the obligation to 
transfer to the Fund $3,000,000 in principal amount of 
the Notes acquired by the Insurance Company at the 
Later Closing. Applicants state that such obligation is 
subject to receipt of a favorable Commission order 
issued within three months of the Later Closing. 


Applicants state that the price to be paid by the Fund 
for the Notes will be equal to the price paid by the 


Insurance Company for the Notes, plus accrued 
interest from the date of the Insurance Company’s 
purchase to the date of transfer. 


With respect to such transfer of Notes from the 
Insurance Company to the Fund, Applicants state that 
(1) if a favorable Commission order is issued within 
thirty days after the Later Closing, the Insurance 
Company will transfer the Notes to the Fund as soon 
as practicable; or, alternatively, (2) if a favorable 
Commission order is issued more than thirty days after 
the Later Closing but within three months after such 
closing the Fund will not purchase any Notes from the 
Insurance Company unless such purchase has been 
approved by a majority vote of the Directors of the 
Fund who are not interested persons of the Insurance 
Company (“Required Vote”). Applicants state that the 
Required Vote will take place within 45 days of receipt 
of a favorable order, and that the Insurance Company 
will transfer the Notes to the Fund as soon as 
practicable - after such transfer is approved by the 
Required Vote. 


According to the application, the purpose of the 45 day 
time allowance for the Required Vote is to allow for the 
scheduling of a meeting of such Directors. The 
application further states that such meetings are 
generally held no more often than once a month. 


Should the requested Commission order not issue, 
Applicants state that all the Notes purchased by the 
Insurance Company will be retained by it for 
investment. 


Section 2(a)(3) of the Act includes, within the 
definition of the term “affiliated person” of an 
investment company, the investment adviser to the 
investment company. Therefore, as the investment 
adviser to the Fund, the Insurance Company is an 
affiliated person of the Fund. 


Section 17(d) of the Act, and Rule 17d-1 thereunder, 
taken together, provide, in part, that it is unlawful for 
an affiliated person of a registered investment 
company, acting as principal, to effect any transaction 
in which such investment company is a joint 
participant, without the permission of the Commis- 
sion. Rule 17d-1 provides, in part, that in passing upon 
applications for orders granting such permission, the 
Commission will consider (1) whether the participation 
of the investment company in such transaction on the 
basis proposed is consistent with the provisions, 
policies, and purposes of the Act, and (2) the extent to 
which such participation is on a basis different from or 
less advantageous than that of other participants. 


With respect to alternative |, above, the Applicants 
submit that unless the application is granted, Rule 
17d-1 might arguably prevent the Fund from acquiring 
any of the Notes from Mead in connection with a 
transaction in which other Notes were being acquired 
from Mead by the Insurance Company. Applicants 
state that in the absence of the requested order, the 
Insurance Company would exclude the Fund and 
participate only for its own general fund, even though, 
in the judgment of the Insurance Company, the Notes 
are an attractive investment for the Fund. 


Applicants argue that the Insurance Company and the 
Fund will be purchasing Notes on the same basis and 
not on a basis more favorable to the Insurance 
Company than to the Fund. In the judgment of the 
Insurance Company, the Notes provide an attractive 
yield and represent a sound investment, thus, the 
Applicants assert that the Fund would be 
disadvantaged if it was not permitted to acquire a 
portion of the new issue of Notes. They assert further 
that the purpose of the application is to avoid a 
disadvantage to the Fund, and that the interest of the 
Insurance Company in the Mead Debentures has had 
no effect on the decision of the Insurance Company 
that the Notes are an attractive investment for both the 
Insurance Company’s general account and for the 
Fund. 
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The Insurance Company believes that it is appropriate 
to share with the Fund the $15,000,000 in principal 
amount of the Notes which the Insurance Company has 
been offered on the basis of $3,000,000 in principal 
amount for the Fund and $12,000,000 in principal 
amount for the Insurance Company. In support of this 
assertion, Applicants submit the following: The 
investment policies of the Fund call for the Fund to 
invest at least 75% of its total assets in one or more of 
five categories of high grade interest-bearing debt 
securities and in cash or cash equivalents. In addition, 
the Fund may invest up to 25% of its assets in certain 
other types of securities. The Fund now has 
approximately $36,000,000 in assets which may be 
invested in the latter types of securities, and the 
Insurance Company believes it would be inadvisable 
for too large a portion of those assets to be invested in 
one restricted debt security. Hence, the Insurance 
Company believes that it would be advisable for the 
Fund to acquire $3,000,000 in principal amount of the 
Notes instead of (for instance) the Fund and the 
Insurance Company each acquiring one-half of the 
principal amount of the Notes offered to the Insurance 
Company. Applicants submit that to make available to 
the Fund the investment opportunity presented by the 
proposed Notes is consistent with the provisions, 
policies, and purposes of the Act. 


Section 17(a) of the Act provides, in part, that it is 
unlawful for any affiliated person of a registered 
investment company knowingly to sell to such 
registered investment company any security or other 
property. Pursuant to Section 17(b) of the Act, the 
Commission, upon application, shall grant an 
exemption from such prohibition if evidence 
establishes that the terms of the proposed transaction 
are fair and reasonable and do not involve overreaching 
on the part of any person concerned, and that the 
proposed transaction is ccnsistent with the policy of 
each registered investment company concerned and 
with the general purposes of the Act. 


With regard to alternative Il, above, Applicants submit 
that the transfer would technically fall within the 
provisions of Section 17(a) of the Act. 


Applicants submit that (1) the terms of such a transfer, 
since the consideration paid by the Fund would equal 
the price paid by the Insurance Company for the Notes, 
plus accrued interest, will be reasonable and fair and 
will not involve overreaching on the part of either the 
Insurance Company or the Fund; (2) the proposed 
transaction will be consistent with the policy of the 
Fund as recited in its registration statements; and (3) 
the proposed transaction will be consistent with the 
general purposes of the Act. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 17, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of curse following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10130/February 22, 1978 


In the Matter of 

SENTRY FUND, INC. 

and 

SENTRY EQUITY SERVICES, INC. 

1800 North Point Drive 

Stevens Point, Wisconsin 54481 

(812-4220) 

NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 


FROM THE PROVISIONS OF SECTION 22(d) OF THE 
ACT 





NOTICE IS HEREBY GIVEN that Sentry Fund, Inc. (the 
“Fund’’), an open-end diversified management 
investment company registered under the Investment 
Company Act of 1940 (the “Act”), and Sentry Equity 
Services, Inc. (“Equity Services”), the Fund’s principal 
underwriter (collectively, “Applicants”), have filed an 
application on November 14, 1977 and an amendment 
thereto on January 23, 1978, pursuant to Section 6(c) of 
the Act for an order exempting Applicants from the 
provisions of Section 22(d) of the Act to the extent 
necessary to permit the purchase of shares of the Fund 
from the proceeds of certain insurance contracts, as 
defined herein, issued by Sentry Life Insurance 
Company and its subsidiaries, Sentry Life Insurance 
Company of New York and Patriot General Life 
Insurance Company, without a sales charge but 
subject only to a $20.00 administrative fee. All 
interested persons are referred to the application on 
file with the Commission for a statement of the facts 
and representations therein, which are summarized 
below. 


All of the issued and outstanding shares of Equity 
Services are owned by The Sentry Corporation, a 
subsidiary of and holding company for Sentry 
Insurance a mutual company. The Sentry Corporation 
organized the Fund in 1969 and owns, either directly or 
through its subsidiaries, all of the issued and 


outstanding shares of Sentry Investment Management, 
Inc., the Fund’s investment adviser, and of Sentry Life 
Insurance Company, Sentry Life Insurance Company of 
New York and Patriot General Life Insurance Company. 


Sentry Life Insurance Company is a stock insurance 
company licensed to write life insurance, annuities, 
and accident and health insurance in all fifty states 
except New York, in the District of Columbia, in Hong 
Kong and in Guam. Sentry Life Insurance Company of 
New York is a stock insurance company licensed to 
write life insurance, annuities, and accident and health 
insurance in the State of New York. Patriot General Life 
Insurance Company is a stock insurance company 
licensed to write life insurance in the states of 
Massachusetts, Nevada, New Hampshire and Utah. 


Applicants offer shares of the Fund to the public at a 
price based upon net asset value plus a sales charge 
that varies with the quantity of securities purchased. 
The sales charge, expressed as a percentage of the 
public offering price, ranges from 8% on sales of less 
than $10,000 to 1% on sales of $500,000 or more. 
Applicants propose to sell Fund shares to insureds of 
Sentry Life Insurance Company, Sentry Life Insurance 
Company of New York and Patriot General Life 
Insurance Company and/or their beneficiaries without 
a sales charge but subject only to a $20.00 


administrative fee where payment for such Fund shares 
is made with proceeds of insurance contracts issued 
by said companies. Applicants have defined “proceeds 
of insurance contracts” to mean: death benefits under 
life policies, the maturity value of endowment 
contracts, the cash (surrender) value of fixed-dollar life 
insurance and annuity contracts, and jump sum cash 
options available to beneficiaries. 


Section 22(d) of the Act provides, in part, that no 
registered investment company shall sell any 
redeemable security issued by it to any person except 
either to or through a principal underwriter for 
distribution or at a current public offering price 
described in the prospectus, and, if such class of 
security is being currently offered to the public by or 
through an underwriter, no principal underwriter of 
such security and no dealer shall sell any such security 
to any person except a dealer, a principal underwriter, 
or the issuer, except at a current public offering price 
described in the prospectus. 


Applicants state that elimination of the sales charge 
for purchases made with insurance proceeds would 
recognize that the payments giving rise to the 
insurance proceeds would have been previously 
subjected to sales charges and would avoid cumulation 
of sales charges. Applicants further contend that such 
elimination is appropriate since no advertising or other 
sales effort is required where Fund shares are 
purchased with insurance proceeds and that the 
opportunity to purchase Fund shares at a reduced 
charge will afford insureds and their beneficiaries 
additional flexibility with respect to their insurance 
proceeds. 


Applicants state that the proposed $20.00 administra- 
tive fee is intended to pay for review and underwriting 
of the insured’s (beneficiary’s) application, coding, 
establishing a Fund account, preparation of a deposit 
remittance, production and mailing of a confirmation 
and setting up a file folder and represents Equity 
Services’ costs or approximate costs involved in such 
transactions. Applicants further state that no part of 
the proposed $20.00 fee will be used to compensate 
any salesman nor may any part be properly deemed a 
sales load, that if the proposed $20.00 fee should result 
in a profit, which is not anticipated, no part thereof will 
be used as a sales load or to compensate any salesman 
and that if in the future Applicants anticipate that the 
proposed $20.00 fee will result in a profit, downward 
adjustment will be made so that the fee does not 
exceed anticipated cost or approximate cost. 
Applicants state that in no event will the insured or 
beneficiary purchasing the Fund shares incur a charge 
exceeding the normal sales load and that the vast 
majority of individuals who purchase Fund shares with 
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their insurance proceeds will 
savings. 


achieve substantial 


Section 6(c) of the Act provides, in part, that the 
Commission may conditionally or unconditionally 
exempt any person, security, or transaction, or any 
class or classes of persons, securities or transactions, 
from any provision or provisions of the Act or any rule 
or regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 20, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that be 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated «bove. Proof of 
such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. '616/February 23, 1978 


ADMINISTRATIVE PROCEEDING FILE NO. 3-5387 


In the Matter of 


AMERICAN GENERAL CAPITAL MANAGEMENT, INC. 
2727 Allen Parkway 

Houston, Texas 77019 

(801-1669) 


CHARLES T. BAUER 
33 E. Broad Oaks 
Houston, Texas 77056 


ERNEST H. YOUNT, Ill 
5323 Beverlyhill 
Houston, Texas 77056 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings under the Investment Company 
Act of 1940 and the Investment Advisers Act of 1940', 
American General Capital Management, Inc. (“Man- 
agement”), a registered investment adviser, Charles T. 
Bauer (“Bauer”), a former officer and director of 
Management and Ernest H. Yount, Ill (“Yount”), a 
former Officer of American General Venture Fund, Inc., 
and Equity Growth Fund, Inc., both registered 
investment companies, have, without admitting or 
denying the allegations in the Order for Proceedings, 
submitted Offers of Settlement which the Commission 
has determined to accept. 


In its Offer of Settlement Management consents to the 
entry of an order containing a censure of Management, 
and requiring Management to comply with certain 
undertakings concerning the development, refinement 
and implementation of satisfactory compliance 
procedures. 


On the basis of the order for proceedings and 
Management’s Offer of Settlement, it is found that: 
Management wilfully aided and abetted violations of 
Sections 12(d)(3) and 13(a)(3) of the Investment 
Company Act of 1940, and that Management wilfully 
violated and wilfully aided and abetted violations of 
Sections 17(d), 20(a) and 34(b) of the Investment 





‘In the matter of American General 
Management, Inc., et al. instituted simultaneously 
with the entry of these Findings and Order Imposing 
Remedial Sanctions. 


Capital 





Company Act of 1940 and Rules 17d-1, 20a-1 and 20a-3 
thereunder, and Section 14(a) of the Securities 
Exchange Act and Rule 14a-9 thereunder; Management 
failed to reasonably supervise its employees with a 
view toward preventing the above described violations; 
and that it is in the public interest to impose the 
sanctions specified in Management’s Offer of 
Settlement. 


The order for proceedings alleged that Management 
wilfully violated and wilfully aided and abetted 
violations of Section 17(a) of the Securities Act of 1933 
and Section 206 of the Investment Advisers Act of 
1940. No findings are made with respect to these 
allegations. 


In his Offer of Settlement, Bauer consents to the entry 
of an Order censuring him and he undertakes to serve 
for ten (10) days without any compensation of any sort 
in his present positions with American International 
Management, Inc., its related companies and High 
Yield Securities, Inc. The Offer of Settlement also 
provides for undertakings by Bauer concerning the 
establishment and Maintenance of satisfactory 
compliance procedures. 


On the basis of the Order for Proceedings and Bauer’s 
Offer of Settlement, it is found that: Bauer failed to 
reasonably supervise employees of Management under 
his supervision with a view toward preventing 
violations of Sections 12(d)(3), 13(a)(3), 17(d), 20(a) 
and 34(b) of the Investment Company Act of 1940 and 
Rules 17d-1, 20a-1 and 20a-3 thereunder, and Section 
14(a) of the Securities Exchange Act of 1934 and Rule 
14a-9 thereunder; and that it is in the public interest to 
impose the sanctions specified in the Offer of 
Settlement. 


The Order for Proceedings alleged that Bauer also 
failed to reasonably supervise employees of 
management under his supervision with a view to 
preventing violations of Section 17(a) of the Securities 
Act of 1933 and Section 206 of the Investment Advisers 
Act of 1940. No findings are made with respect to this 
part of the allegation. 


On the basis of the Order for Proceedings and Yount’s 
Offer of Settlement, it is found that Yount wilfully 
violated Section 206 of the Investment Advisers Act of 
1940 and that it is in the public interest to impose the 
sanctions specified in Yount’s Offer of Settlement. 


Accordingly, IT IS ORDERED that, effective the date of 
this order: 


1. American General Capital Management, Inc., be, 
and it hereby is, censured. 


2. Charles T. Bauer be, and hereby is, censured. 


3. Ernest H. Yount, Ill be and he hereby is, suspended 
from association with any person registered pursuant 
to the Securities Exchange Act of 1934, the Investment 
Advisers Act of 1940 or the Investment Company Act of 
1940 for a period of thirty (30) days; 


4. Ernest H. Yount, Ill for a period of eighteen (18) 
months after the expiration of the thirty (30) day 
suspension shall not be associated with or employed 
by any person registered pursuant to the Securities 
Exchange Act of 1934, the Investment Advisers Act of 
1940 or the Investment Company Act of 1940 in other 
than a supervised and nonproprietary capacity, 
however, that at any time thereafter Yount may apply to 
the Commission to become employed in a supervisory 
and proprietary capacity with any of said persons; 


5. Ernest H. Yount, Ill shall, within ten (10) days of the 
date of this order, pay into an escrow account 
established by him with a bank, as defined by Section 
2(a)(5) of the Investment Company Act of 1940, the 
sums of $10,591.75 and $7,771.75 payable to American 
General Venture Fund, Inc., and Equity Growth Fund of 
America, Inc., respectively, subject, however to 
receiving within one year from the establishment date 
of such escrow account from each of said funds a full 
and final release of any and all claims that either may 
have against him, which releases shall be binding upon 
American General Capital Management, Inc.; if within 
one year from the establishment date of the escrow 
account, the releases have not been furnished or, prior 
to that time either American General Venture Fund, 
Inc., Equity Growth Fund of America, Inc., or American 
General Capital Management, Inc., shall commence 
any legal action against Yount, then the escrow 
account shall be terminated and the monies released to 
Ernest H. Yount, Ill. 


IT IS FURTHER ORDERED that, for purposes of 
convening a hearing to determine whether Manage- 
ment or Bauer have failed or ceased to comply with 
undertakings contained in their offers of settlement, 
the jusisdiction over this matter be, and it hereby is, 
retained until two years and 90 (ninety) days from the 
date of this Order and such additional time as may be 
necessary to resolve or adjudicate any issues raised at 
such hearing. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10132/February 23, 1978 


In the Matter of 


DAVIDGE EARLY BIRD FUND 
1747 Pennsylvania Avenue, N.W. 
Washington, D.C. 20036 


(811-1694) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On January 23, 1978, a notice was issued (Investment 
Company Act Release No. 10101) of an application 
filed by Davidge Early Bird Fund (“Applicant”), an 
open-end, diversified management investment com- 
pany registered under the Investment Company Act of 
1940 (“Act”), for an order of the Commission declaring 
that Applicant has ceased to be an _ investment 
company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Davidge Early Bird Fund under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10133/February 23, 1978 


in the Matter of 


TEMPLETON WORLD FUND, INC. 
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and 


SECURITIES FUND INVESTORS, INC. 
50 North Franklin Turnpike 
Hohokus, New Jersey 07423 


(812-4219) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN EXEMPTION 
FROM SECTION 22(d) OF THE ACT AND PURSUANT 
TO SECTION 11(a) OF THE ACT TO PERMIT AN 
OFFER OF EXCHANGE 


NOTICE IS HEREBY GIVEN that Templeton World 
Fund, Inc. (the “Fund”), an open-end, diversified 
management investment company registered under the 
investment Company Act of 1940 (“Act”), and 
Securities Fund Investors, Inc. (“SFI”), the principal 
underwriter for the Fund (collectively, the “Appli- 
cants”), filed an application on November 14, 1977, for 
an order of the Commission (1) pursuant to Section 
11(a) of the Act to permit the Fund to offer its common 
shares for certain shares of The Reserve Fund, Inc. 
(“Reserve”), and (2) pursuant to Section 6(c) of the Act 
to exempt Applicants from the provisions of Section 
22(d) of the Act and rules thereunder to the extent 
necessary to permit such an offer of exchange. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


SFI, as principal underwriter for the Fund, maintains a 
continuous public offering of the shares of the Fund at 
their net asset value plus a sales charge. On purchases 
of less than $10,000, the maximum sales charge is 
8.50% which is reduced on larger purchases. There is 
no sales charge imposed on the reinvestment of 
dividends and capital gains from shares of the Fund. 
The application states that Reserve, an open-end 
investment company registered under the Act, invests 
in short-term money market instruments and acts as its 
own distributor. Reserve imposes no sales or 
administrative charge in connection with the sale of its 
shares. 


Applicants propose to permit a Reserve shareholder to 
exchange shares of Reserve acquired either (1) by 
investing the net proceeds from a redemption of shares 
of the Fund and held for such shareholder in a 
Templeton World Exchange Account (“Account”) in the 
name of such shareholder at Reserve or (2) by the 
reinvestment of income dividends and capital gain 
distributions paid on all Reserve shares held in such 
Account, for shares of the Fund, in either case without 





the imposition of the customary sales charge 
described in the prospectus of the Fund (hereinafter 
referred to as the “Exchange Privilege”). Reserve 
shares acquired in any other manner than as described 
above would not qualify for the Exchange Privilege. A 
$5.00 service fee will be charged by New England 
Merchants National Bank, the custodian and transfer 
agent for the Fund, for each investment in shares of 
Reserve from proceeds of redemption of shares of the 
Fund. 


The participant in an Account would be able to exercise 
his Exchange Privilege at any time by instructing 
Reserve to redeem shares of Reserve in his Account 
and apply the redemption proceeds to the acquisition 
of shares of the Fund. No charge on the exchange of 
Reserve shares for shares of the Fund will be imposed 
by Reserve or Applicants. The Exchange Privilege will 
not be available to the proceeds from a redemption of 
Reserve shares which are paid directly to the investor 
or at his direction to any person other than the Fund. 
The Fund and Reserve have reserved the right to 
establish a limit on the number of exchanges pursuant 
to the Exchange Privilege which any investor may make 
within a certain period. The Exchange Privilege will be 
subject to termination by the Fund or by Reserve on 
not less than six months’ prior written notice to holders 
of an Account. An investor maintaining an Account will 
receive the current prospectus of both Reserve and the 
Fund provided the investor remains entitled to the 
Exchange Privilege. The Exchange Privilege will lapse 
for an investor if his Account balance of shares of the 
Fund shows a zero balance for a period of three 
consecutive years. 


Section 11(a) provides, in part, that it shall be unlawful 
for any registered open-end company or any principal 
underwriter for such a company to make or cause to be 
made an offer to the holder of a security of such 
company or any other open-end investment company 
to exchange his security for a security in the same or 
another such company on any basis other than the 
relative net asset values of the respective securities to 
be exchanged, unless the terms of the offer have first 
been submitted to and approved by the Commission. 
Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal 
underwriter thereof shall sell any redeemable security 
issued by such company to any person except at a 
current offering price described in the prospectus. 


Applicants state that, because any investor eligible for 
the Exchange Privilege will have been an investor in 
shares of the Fund and will continue to receive current 
prospectuses of the Fund while he holds the Account 
with Reserve, no additional sales efforts will be 
incurred by SFI in connection with the reacquisition of 


shares of the Fund. Accordingly, Applicants contend 
that it is fair and equitable that no sales charge be 
imposed on the investor in connection with his 
reacquisition of shares of the Fund. It is asserted that 
the Exchange Privilege will not enable any investor to 
avoid payment of the applicable sales charge on his 
original investment in shares of the Fund. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security or transaction, or any class of persons, 
securities, or transactions from any provision or 
provisions of the Act and the rules promulgated 
thereunder, if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 20, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investsment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10134/February 23, 1978 


In the Matter of 


NEWTON SELECT FUND, INC. 
733 North Van Buren Street 
Milwaukee, Wisconsin 53202 


(811-2002) 


ORDER PURSUANT TO SECTION 8&(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On January 25, 1978, a notice was issued (Investment 
Company Act Release No. 10102) of the filing of an 
application by Newton Select Fund, Inc. (“Applicant”), 
an open-end, diversified, management investment 
company registered under the Investment Company 
Act of 1940 (“Act”), for an order of the Commission 
declaring that Applicant has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Newton Select Fund, Inc. under 
the Act shal! forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10135/February 23, 1978 


In the Matter of 

FRANKLIN LIFE BOND FUND, INC. 
Franklin Square 

Springfield, Illinois 62705 
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(811-2190) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare, by order on 
its own motion, that Franklin Life Bond Fund, Inc. 
(“Franklin Bond”), registered under the Act as a 
diversified, open-end management investment com- 
pany, has ceased to be an investment company as 
defined in the Act. 


Franklin Bond registered under the Act on May 7, 1971. 
Commission files indicate that Franklin Bond’s 
shareholders adopted a plan of reorganization on June 
21, 1977, pursuant to which substantially all of 
Franklin Bond’s assets were transferred to Monthly 
Income Shares (‘‘MIS’’), a registered investment 
company, in exchange for shares of the voting stock of 
MIS. The files further show that on September 27, 
1977, the plan or reorganization was consummated and 
MIS shares were distributed to the then existing 
Franklin Bond shareholders. On December 15, 1977, 
Franklin Bond filed Articles of Dissolution with the 
State of Maryland, Department of Assessments and 
Taxation. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission on its own motion finds that 
a registered investment company has ceased to be an 
investment company, it shall so declare by order, and 
upon taking effect of such order, the registration of 
such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 20, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Franklin Bond at the address stated above. Proof of 
such service (by affidavit or, in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the matter will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 





ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10136/February 23, 1978 


In the Matter of 


FRANKLIN LIFE EQUITY FUND, INC. 
Franklin Square 
Springfield, Illinois 62705 


(811-2175) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare, by order on 
its own motion, that Franklin Life Equity Fund, Inc. 
(“Franklin Equity”), registered under the Act as a 
diversified, open-end management investment com- 
pany has ceased to be an investment company as 
defined in the Act. 


Franklin Equity registered under the Act on March 9, 
1971. Commission files indicate that Franklin Equity’s 
shareholders adopted a plan of reorganization on June 
21, 1977, pursuant to which substantially all of 
Franklin Equity’s assets were transferred to Bullock 
Fund, Ltd. (“Bullock’’), a registered investment 
company, in exchange for shares of the voting stock of 
Bullock. The files further sow that on September 27, 
1977, the plan of reorganization was consummated and 
said shares of Bullock stock were distributed to the 
then existing Franklin Equity shareholders. On 
December 15, 1977, Franklin Equity filed Articles of 
Dissolution with the State of Maryland, Department of 
Assessments and Taxation. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission on its own motion finds that 
a registered investment company has ceased to be an 
investment company, it shall so declare by order, and 


upon taking effect of such order, the registration of 
such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 20, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Franklin Equity at the address stated above. Proof of 
such service (by affidavit or, in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the matter will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10137/February 23, 1978 


In the Matter of 


STERNS HOLDINGS INCORPORATED 
(formerly Stern & Stern Textiles, Inc.) 
1359 Broadway 

New York, New York 10018 


(811-2795) 
NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER 


DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


SEC DOCKET/245 





NOTICE IS HEREBY GIVEN that Sterns Holdings Inc. 
(“Applicant”), registered under the Investment 
Company Act of 1940 (“Act”) as a closed-end, 
diversified management investment company, filed an 
application on February 1, 1978, and an amendment 
thereto on February 21, 1978, pursuant to Section 8(f) 
of the Act, for an order declaring that Applicant has 
ceased to be an investment company as defined in the 
Act. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations made therein, which 
are summarized below. 


Applicant, formerly operating as Stern & Stern 
Textiles, Inc., was incorporated as a New York 
corporation on October 18, 1924, and until recently, 
was engaged in the business of designing, 
manufacturing and selling fabrics. The application 
states that on November 3, 1977, following approval by 
Applicant’s shareholders, substantially all of the 
assets of Applicant were sold to CMSS, Inc., a New 
York Corporation organized by Carl Marks 9 Co., Inc., 
for a purchase price of $10,550,000. Proceeds from 
such sale have securities. On December 14, 1977, after 
amending its Certificate of Incorporation to change its 
name to Sterns Holdings Incorporated, Applicant 
registered under the Act by filing a Notification of 
Registration on Form N-8A with the Commission. 


On December 16, 1977, Applicant commenced an offer, 
which expired on January 30, 1978, to repurchase its 
outstanding common stock for $23.10 per share. 
Applicant represents that the total number of beneficial 
owners of its outstanding securities was reduced to 55 
as of February 21, 1978, and that Atwell and Co., a 
nominee of United States Trust Company of New York, 
owns of record, as trustee under 10 separate trusts, 
approximately 55% of the outstanding common stock 
of Applicant for the beneficial interest of twelve 
individuals. The application states that except for the 
record ownership of Atwell and Co., no company, as 
defined in the Act, owns of record, or is known by 
Applicant to own beneficially, ten percent or more of 
the outstanding voting securities of Applicant. 
Applicant also states that it is not making and does not 
propose to make a public offering of its securities. 
Accordingly, Applicant asserts that it is not presently 
an investment company within the meaning of the Act. 


Section 3(c)(1) of the Act provides, in part, that any 
issuer whose outstanding securities (other than 
short-term paper) are beneficially owned by not more 
than 100 persons and which is not making and does not 
presently propose to make a public offering of its 
securities is not an investment company within the 
meaning of the Act. 
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Section 8(f) of the Act provides, in part, that whenever 
the Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it shall so declare by order, and 
upon the effectiveness of such order the registration of 
such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 20, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communciation should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personaily or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the Application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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LITIGATION 





Litigation Release No. 8294/February 17, 1978 


SEC v. Farm House Foods Corporation, et al. E.D. 
Wisconsin, Civil Action No. 78-C-36 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission, announced that on January 20, 1978, the 
Commission filed a complaint in the United States 
District Court for the Eastern District of Wisconsin 
seeking to enjoin Farm House Foods Corporation 
(Farm House), a Wisconsin corporation with its 
principal place of business in Milwaukee, Wisconsin; 
Richard Y. Fisher (Fisher) of Milwaukee, Wisconsin, 
chairman and secretary of Farm House; and Harold L. 
McCann (McCann) of Webb Lake, Wisconsin, from 
violating the anti-fraud provisions of the federal 
securities laws as to tender offers. 


The Commission’s complaint alleged that Farm tsause, 
Fisher and McCann from in or about February, 1976, to 
in or about April, 1976, made a tender offer for up to 
50,000 shares of the common stock of Fairway Foods, 
Inc., (Fairway) a nonreporting company, and, as a 
result, approximately 21,000 shares of Fairway 
common stock was purchased at prices varying from 
$15 to $16.50 per share, in violation of Section 10b of 
the 1934 Act and Rule 10b-13 thereunder. 


The complaint further alleged that the defendants 
omitted to state that Farm House intended to gain 
control of Fairway; that McCann was to receive 
$175,000 if control of Fairway was obtained; that Farm 
House was the undisclosed bidder; and that McCann 
had granted an option to Farm House for the purchase 
of 19,500 shares of the target owned by him, in 
violation of Section 14e of the 1934 Act. 


Simultaneous with the filing of the complaint, Farm 
House and Fisher consented without admitting or 
denying the allegations of the complaint, to the entry 
of final judgments of permanent injunction enjoining 
them from further violations, as alleged. 





Litigation Release No. 8295/February 17, 1978 


UNITED STATES OF AMERICA V. LUIGI M. DI FONZO 
(UNITED STATES DISTRICT COURT, NORTHERN 
DISTRICT OF ILLINOIS, EASTERN DIVISION, 
CHICAGO ILLINOIS) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission and Thomas P. Sullivan, United States 
Attorney for the Northern District of Illinois, jointly 
announce the return of a three-count indictment by the 
Federal Grand Jury for the Northern District of Illinois, 
Eastern Division on February 1, 1978, charging Luigi 
M. DiFonzo with violations of Title 18, United States 
Code, Section 1001. 


The indictment alleges that in July, 1973, when 
representatives of the SEC conducted an examination 
of the books and records and related supporting 
documents of North American Investment Company, a 
commodity options firm which DiFonzo operated, 
DiFonzo willfully and knowingly submitted false, 
fictitious and fraudulent statements which reflected its 
commodity futures positions with the Siege! Trading 
Company, a commodity broker. One of the documents 
allegedly was a confirmation purportedly reflecting the 
fact that 32 commodity futures contracts -were 
purchased for the account on May 31, 1973. In fact, 
according to the indictment, no silver futures contracts 
for the account were issued on that date. The second 
document allegedly was a Siegel statement of 
account—purchase and sale, which reflected that 
DiFonzo’s companies had a balance with Siegel on May 
29, 1973, of $190,955 when in fact the balance at Siegel 
was $115,559. The final document that DiFonzo 
submitted allegedly was a statement of account—open 
trades reflecting an open trading initial balance of 
$157,645 on May 30, 1973, when in fact on that date the 
balance was $82,249. 





Litigation Release No. 82Gé/February 17, 1978 
SEC V. F AND OIL CO., INC., ET AL. (W.D. MO. CIVIL 
NO. 78-3022-CV-S) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office, announced that on January 20, 1978, 
the Commission filed a complaint in the United States 
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District Court for the Western District of Missouri 
seeking injunctive relief against F and R Oil Co., Inc. 
(“FR”), a Missouri corporation primarily engaged in oil 
operations, and Woodrow Franklin (“Franklin”), 
president of FR. 


The complaint alleged that the defendants were selling 
unregistered securities including undivided fractional 
oil and gas interests. It further alleged that the 
defendants were engaged in fraud in the sale of these 
securities by making guarantees which were not 
honored, and using oil well production projections 
which were false and misleading. It further alleged that 
the defendants lacked accurate and current financial 
information, and made selective offers of recission at a 
time when the defendants could not and in fact did not 
honor these offers. 


On January 24, 1978, Federal District Judge William 
Collinson entered an order of permanent injunction by 
consent against FR and Franklin, enjoining them from 
further violations of the registration and anti-fraud 
provisions of the Federal securities laws. The order 
also provided for certain ancillary relief, including the 
filing of current financial information, and the power to 
appoint a permanent receiver. The defendants 
consented to the entry of the order without admitting 
or denying the allegations in the Commission’s 
complaint. 





Litigation Release No. 8297/February 17, 1978 


SEC V. INVESTMENT DIVERSIFIED, LTD., ET AL. 
(N.D. ILL. CIVIL NO. 76 C 4184) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office, announced that on January 4, 1978, 
Federal District Judge Nicholas J. Bua entered an order 
of permanent injunction by summary judgment against 
Lee Shoaf (“Shoaf”), enjoining him from further 
violations of the registration provisions of the Federal 
securities laws. In addition, Judge Bua reserved ruling 
and allowed additional time for the Commission and 
Shoaf to submit further proof in regard to the 
Commission’s motion for summary judgment against 
Shoaf for violations of the anti-fraud provisions of the 
securities laws. 


The complaint alleged that Shoaf and other defendants 
were selling unregistered securities including limited 
partnership interests in a seafood processing venture. 
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It further alleged that the defendants were engaged in 
fraud in the sale of these securities by making 
numerous misstatements, and omitting to state 
material facts, including the fact that some of the 
defendants had been previously injoined for securities 
violations. The other defendants in this case have been 
enjoined for violations of the registration and 
anti-fraud provisions of the securities laws through 
default or by consent. 





Litigation Release No. 8298/February 17, 1978 


SEC V. GAMBLE-SKOGMO, INC., ET AL. (N.D. ILL. 
CIVIL NO. 77 c 3426) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office, announced that Federal District Judge 
Frank J. McGarr at Chicago, Illinois entered orders of 
permanent injunction by consent against Samuel 
Luftig (“Luftig”), on December 6, 1977 and Herbert 
Nelson (“Nelson”), on January 4, 1978, enjoining them 
from further violations of the reporting, proxy, and 
anti-fraud provisions of the Federal securities laws. 


The complaint alleged that during the period 1968 
through September, 1976, a Gamble-Skogmo sub- 
sidiary received kickbacks and rebates from various 
foreign ocean carriers and Japanese television 
manufacturers. It further alleged that defendants 
Nelson and Luftig were officers of the subsidiary 
during this period of time, and caused the company to 
enter into the kickback and rebate agreements. 


It is alleged that Gamble-Skogmo failed to disclose 
these kickbacks and rebates in various annual reports 
and proxy statements. In addition, the complaint 
alleges that Nelson, Luftig and Gamble-Skogmo 
violated and/or aided and abetted violations of the 
reporting and proxy provisions by failing to disclose 
this information. Further, it alleged that Nelson and 
Luftig violated the anti-fraud provisions of the 
securities laws due to their part in the kickback and 
rebate transactions. 


Gamble-Skogmo previously consented to an order of 
permanent injunction which enjoined it from further 
violations of the reporting and proxy provisions of the 
securities laws. Judge McGarr entered this order on 
September 15, 1977. All three of the defendants 
consented to the entry of the orders without admitting 





or denying the allegations of the complaint filed 
against them. 





Litigation Release No. 8299/February 17, 1978 


S.E.C. v. JOHN P. GALANIS, et. al. 

(United States District Court for the Southern District 
of New York) 

(Civil Action No. 78-0259) 


The Securities and Exchange Commission announced 
that the United States District Court for the Southern 
District of New York entered Final Judgments of 
Permanent Injunction against Dennis Tinsky; Stephen 
Myers; and Myertin, Inc. and Final Orders with Respect 
to Midland Cable Systems, Inc. and Barry Silverman 
(who is not.an attorney and should not be confused 
with any attorneys by that name) on January 23, 1978. 
See Litigation Release No. 8263, January 19, 1978. 





Litigation Release No. 8300/February 17, 1978 


SEC v. CHARLES H. ELDREDGE, JR. 
(N.D. Ill. 75 C 3198) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Com- 
mission, and Thomas P. Sullivan, United States 
Attorney for the Northern District of Illinois, an- 
nounced that on February 3, 1978, Judge George N. 
Leighton of the United States District Court, Northern 
District of Illinois, sentenced Charles H. Eldredge, Jr. 
to three years in the federal penitentiary. Eldredge, an 
investment adviser, pleaded guilty to one count of 
securities fraud and one count of mail fraud alleging 
that he liquidated clients’ portfolios and utilized the 
proceeds for his own use. For further information see 
Litigation Releases Nos. 7119 and 7322. 





Litigation Release No. 8301/February 17, 1978 


U.S. v. EDDIE J. ROBBINS, et al. 
(USDC, Nebr., Criminal Docket No. 77-0-55) 


Edward G. Warin, United States Attorney for the 
District of Nebraska, and Robert H. Davenport, 
Administrator of the Denver Regional Office of the 
Securities Exchange Commission, announced that on 
January 30, 1978 Richard John Mathews of Omaha, 
Nebraska entered a plea of guilty in the United States 
District Court for the District of Nebraska before the 
Honorable Robert V. Denney, U.S. District Court 
Judge, to one count of an indictment charging him 
with selling unregistered stock of Diversified in- 
dustries, Inc., also of Omaha, Nebraska. James R. 
Willoughby, who entered a plea of guilty on September 
21, 1977 to a similar count in the same indictment, was 
sentenced on January 31, 1978 by Judge Denney to five 
years imprisonment, which was suspended, and 
placed on probation for a period of three years. 
Willoughby was aiso fined $300 and was assessed. 
costs of prosecution. Eddie J. Robbins has entered a 
plea of not guilty to the several counts of the same in- 
dictment. No date has yet been set for trial. 


For further information see Litigation Release Nos. 
8047 and 8169. 





Litigation Release No. 8302/February 22, 1978 


U.S. v. BERNARD H. HOROWITZ, et al. 
(S.D. Fla., Criminal Action No. 78-49-CR-JE) 


Joseph V. Eskenazi, United States Attorney for the 
Southern District of Florida, Jule B. Greene, 
Administrator, Atlanta Regional Office, and William 
Nortman, Associate Regional Administrator, Miami 
Branch Office, announced that on February 6, 1978 the 
United States Grand Jury for the Southern District of 
Florida returned a 38 count indictment against Bernard 
H. Horowitz, David J. Horowitz, Robert A. Rinehart, 
Robert K. Hunter and Lorne Michaelson, all from the 
South Florida area. The indictment charges the de- 
fendants with violations of the mail fraud and con- 
spiracy statutes in connection with the offer and sale 
of securities in the form of Equitable Development 
Corporation’s promissory notes. Bernard H. Horowitz 
was the chief executive officer, president, and chair- 
man of the board of Equitable Development Corpora- 
tion; David J. Horowitz was the secretary and 
controlling shareholder of Equitable Development 
Corporation, and Robert A. Rinehart was the president 
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and sole shareholder of Financial Resources Corpora- 
tion which was the principal broker of Equitable De- 
velopment Corporation’s promissory notes. Robert K. 
Hunter and Lorne Michaelson were salesmen for 
Equitable Development Corporation’s promissory 
notes. 


The indictment alleged that the defendants, from 
approximately September, 1971, until approximately 
March, 1975, borrowed approximately $9 million for 
Equitable Development Corporation from public 
investors through the sale of Equitable Development 
Corporation’s pron‘issory notes bearing interests rates 
of 12%, 14% or 15%. The defendants, in order to in- 
duce investors to invest in Equitable Development 
Corporation’s promissiory notes, falsely represented 
and caused to be represented to investors that their 
loans would be secured by first mortgages on 
proposed home site lots in two of Equitahe Develop- 
ment Corporation’s developments, known as Paradise 
Lakes and Highland Park Estates. The indictment 
further alleged that many investors received, as 
security for their loan, mortgages that were sub- 
ordinated to prior existing mortgages, and that con- 
trary to representations that were made, Equitable 
Development Corporation’s financial condition was de- 
teriorating and the investments were not sound. It was 
also alleged that the defendants diverted substantial 
sums of money obtained from the sale of Equitable 


Development Corporation’s promissory notes for pur- 
poses other than those for which the money was bor- 
rowed, including the payment of personal expenses. 


On June 6, 1975, the Commission filed a complaint for 
Preliminary and Permanent Injunctions against 
Bernard H. Horowitz and David J. Horowitz in con- 
nection with the sale of promissory notes by Equitable 
Development Corporation (SEC v. BERNARD H. 
HOROWITZ, ET AL., Civil Action No. 75-1009, 
Southern District of Florida, 1975). The Commission’s 
action charged the defendants with violations of Sec- 
tions 5(a), 5(c) and 17(a) of the Securities Act of 1934, 
and Rule 10b-5 thereunder. On July 7, 1975 the de- 
fendants, Bernard H. Horowitz and David J. Horowitz, 
consented to the entry of a Judgment of Permanent 
Injunction, without admitting or denying the allega- 
tions in the Commission’s complaint, enjoining them 
from further violations of the registration and anti- 
fraud provisions of the federal securities laws. An 
Order of Permanent Injunction was entered on July 7, 
1975. 
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For further information see Litigation Release 
Numbers 6934 and 6984. 





Litigation Release No. 8303/February 22, 1978 
February 16, 1978 


UNITED STATES v. C.W. EATON, ET AL., 78 Crim. 75 
(S.D.N.Y.) 


UNITED STATES v. RAYMOND J. LUDWIG, 78 Crim. 76 
(S.D.N.Y.) 


Robert B. Fiske, Jr., United States Attorney for the 
Southern District of New York, and William D. Moran, 
Administrator, New York Regional Office, announced 
that on January 27, 1978, a federal grand jury returned a 
three count indictment against C.W. Eaton, former 
Executive Secretary and Treasurer of Tri-State Energy 
Corp. (“Tri-State”), Leonard James, President of 
Tri-State, William Rubin, Vice-Preisent of Tri-State, 
Otto Sebold, a representative of several coal 
companies, and Peter Crosby, an officer of an energy- 
related corporation. The indictment charged the de- 
fendants with violations of the anti-fraud provisions of 
the federal securities laws, and bank, mail, and wire 
fraud, as well as conspiracy to commit such frauds, in 
connection with a fraudulent scheme involving, among 
other things, the pledging of unregistered securities as 
collateral for bank loans; making misstatements of, or 
omitting to state, material facts in connection with 
transactions involving unregistered securities; and 
manipulating the market price and sale of Tri-State 
securities. 


On the same day, a federal grand jury also returned a 
two count indictment against Raymond J. Ludwig, an 
officer of the Bankers Trust Company, charging him 
with accepting bribes and misapplying funds in the 
course of the above conspiracy. 
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